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MULTILATERAL TRAI)E AGREEMENTS

THURSDAY, APRIL 26 ]979

U.S. SENATE,
(m()m[IIT1EE O)N' GOVERN:MIENTAI, AFFAIRS,

'Washingtfon, D.C.
The committee met at 3 p.m., pursuant to call, in room 3302, Dirksen

Senate Office Building, Hon. Lawton Chiles presiding.
Present: Senator Chiles.
Senator C(jlrn:s. The committee will c ome to order.

OPENING STATEMENT OF SENATOR CHILES

Senator Chrlr.ES. We are meeting here today to discuss the Code on
Government Procurement, an(l to examine the legislative proposals
necessaryv to implement the code.

What we do here to(lav is important. for once the package is formally
submitted to Congress, we will be ulnab)le to imake any changes in it.

The Trade Act of 1974 provided a fresh statement by the Congress
of American lpurp)oses and policies for worl(l trade. Prior to the en-
actment of the Trade Act, 6 years had gone by without any inter-
national trade negotiations.

This was a period of worldwide economic instability and a growing
trend to protectionism. The Trade Act provided a clear statement by
Congress of its desire to reverse that trend by eliminating and reduc-
ing nontariff barriers to trade and amending the international trade
structure to establish equity and fairness.

The International Procurement Code was negotiated under that
maindate.

I want to conglatulate Ambassador Strauss and his colleagues for
tlheir achlieveilllnllts in nlegotitiatinr thlis co(de. It is a goo( tirst step).'

It requires all nations to publish their proculrement regulations, to
advertise bidding opportunities, and to treat all bidders equally-
foreign or domestic.

These are the fundamental principles of our procurement system.
Other nations. however, have operated their systems in the dark.

Those who sign the Procurement Code are now making a commit-
ment to conduct their government purchasing in the open.

A key to these negotiations was a congressional directive to seek
open access to foreign markets for U.S. products. Congress believed
that a number of industries wohlltl )enefit if foreigm markets opened
tup. Congress wanted to provi(le tile same competitive opportunities
for U.S. exports overseas that wve give to imports here.

Amhasaador Stralls, at hisn rrljiemt. testltfed earli.r In a clowed asessln approved hy
the Committee. Thereafter, he submitted a statement for the r*,cord whidh Is set forth on
pp. 116-119.

(1)
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Section 104 of the Trade Act makes that equivalent access a princi-
pal objective of tile negotiations.

One of the issues we need to examine this afternoon is whether our
negotiators were able to achieve this objective of the Code on Govern-
ment. Procurement. Are we going to have the same opportunities to
hid on foreign contracts that foreign companies now have to bid on
our contracts?

3Beyond exaniming the provisionls in the code itself and the proposals
for its implementation, I think our committee needs to focus on the
aibility of tile lUnited States and the international community to en-
force the code.

Everybody thinks these agreements are an important first step. But
unless they are properly enforced, they are meaningless.

IFree tr'ade" often means somethlling different to our tra(ing p)art-
r.ers than it does to us. lWe need to make sure that the United States
has the people and the machinery to enforce these codes.

More importantly, we need to man!e sure that we have the will to
enforce these codes.

Finally, I would point out that the Trade Act did not nmake a whole-
sale transfer of authority on trade matters from Congress to the execu-
tive branch. It did not mark a retreat from oulr constitlutional abilitv
to regulate foreign colnmerce.

Our meeting here today is evidence of tlhat.
The Trade Act was not a giveaNway of our markets or of the interests

of our businesses andl farmers.
Section 301 of the act requires the PIresident to take action to sus-

pend or withdraw the benefits of the agreements if it has been deter-
mined that another major industrial country has not lived up to its
obligations.

The message to our trading partners must be clear. The United
States will set an example in living up to its obligations. It will urge
all the other treaty members to do the same thing.

But we must be prepared to go beyond persuasion. We must be
prepared to vigorously enforce the code and its san tions whenever our
t rading partners donlt live up to their obligations.

We owe this to our businesses, our workers, and our taxpayers.
So, I hope that what we do here this afternoon will prove useful to

each of us on the committee in making recommendations necessary
for implementing legislation and in making a judgnlent on the over-
all merits of the Procurement Code.

I just might say that the committee had the opportunity to hear
fronm Ambassador Strauss and Ambassador MtcDonald in a closed ses-
sion. They told us where they think we stand now in regard to the
code and to the present round.

Wle, of course, will see further immovemient as the actions are conm-
p)leted, and as these miatters go thlllugll tlle ('onress.

I think that one of the things that camne out of that nmeeting--espe-
cially in d(iscussing the lprovisioins of what al)pears to be the break-
down in the present negotiations in regard to Japan becoming a signa-
tory on the code was that our negotiators, including Ambassador
Strauss and Ambassador McDonald. did not feel that the .Japanese
were going an equlal nmile in meeting the samne open provisions that
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we were giving to the Japnnese traders to he able to compete within
oulr government economy. Therefore, we did not accept their latest
offer.

I think the feeling of the nlellll)el of the coinmiittee-and we did
have some eight members of the committee tllrre-was that we did
not want to see any code provisions or signatories of that code if there
was not a quid pro quo, that is. if we dial not have eqlal access to their
markets.

In fact, the feeling was even stronger that foreign countries only
face the Buy American provisions which are, in some instances, the
penalties of 6 percent. And in some, they go even higher than that.

And now that we are studying the Procurement Code itself, many of
us have expressed the feeling that Congress might want to look at the
need for determining, if we are shut out of the government markets
in another country, whether we should shut them out of our markets or
change our Buy American provisions, which now may only penalize
them with respect to the part on the 6 percent.

I make those statements because I think those were the expressions
of the members of the committee.

I think Ambassador Strauss did not seek any legislative action on
our part. In fact, he seemed to feel that their negotiating posture is
where it should be at this point.

But I think the members of this committee who were expressing
themselves were saying that for those countries that do not become
signatories of the code, we might well want to look at our other statu-
tory provisions, determine if we are shut out of their markets in regard
to the buying of their government's products, and determine whether
or not we should apply that same kind of treatment.

We are delighted to have Senator Heinz here today, who will be
our first witness.

I know he has some interest in the Buy American provisions that we
talked about.

Senator Heinz, we are glad to hear your statement.

TESTIlMONY OF HON. R. JOHN HEINZ III, A U.S. SENATOR, FROM
THE STATE OF PENNSYLVANIA

Senator HEINZ. Mr. Chairman, first, thank you very much for this
opportunity to appear before you and the Governmental Affairs
Committee.

At the outset, let me say that I am really here to talk about the sub-
ject that you just mentioned, which is how we might strengthen the
Buy American Act, either to get more peopl] to sign the code or to
make sure that our domestic preferences are somewhat closer to the
preferences afforded by nonsignatories or to signatories an item covered
by the code so that we are on more of an equal basis.

I r.rn delighted to hear that the members of the committee are
actively thinking about how this might be done. And I hope that as a
result of this testimony I am about to give that my contribution will
be of son.e help.

I particularly want to commend you, Mr. Chairman, on your state-
ment regarding proper enforcement.
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Again, I trust that come of the suggestions that I will be making are
relevant to that, as well.

I offer one other observation, with respect to Japan, which goes to
the heart of this very issue.

I suspect the reason that the Japanese are not willing to be more
forthcoming with respect to the Procurement Code is that they can
have it both ways right now. They can keep American products out.
And our Buy American laws are so weak that they can do pretty much
anything they want to do. And there is everything to gain and nothing
to lose through the status quo.

Mr. Chairman, as you well know. last year I chaired 4 (lays of hear-
ings on the Bu31y American Act, as a member of this wv'rv committee.

I am deeply appreciative to yvu for having had the opportunity to
do that.

The 1933 law, the Billy American Act on the books. is a clear man-
date that the U,.S. (Government use its procurement dollars to purchase
from American producers rather than from foreign firms.

From testimony presented at those hearings, we learned,. however,
that most nations impose restrictive bilateral policies and other non-
tariff barriers to discriminate against foreign competition for a na-
tional government's proculremllent.

I also think we found the reasons for such discrilmlination.
Governments use their procullrement dollars not only to purchase the

goods and services they need to govern but, also, to serve economic-
and social-policy purposes.

For example, a study I commissioned from the Congressional Re-
search Service concluded that a $1,000 procurement placed with an
American rather than a foreign firm vield.s $1.700 in gross economic
activitv and $522 in new tax receipts for Federal, State, and local
treasuries.

Based on the record of these hearings, then, it is clear that a pref-
erence in procurement for domestic goods is an important element of
fiscal policy. Such a preference stimuilates economic activitv and enm-
ployment. That is the nature an(l the purpose of the Buy American
Act passed in 1933.

But that law has not been completely effective. It allows significant
purchases of foreign goods with Federal f unds.

Witnesses at our hearings told us, for example, that foreign manufac-
turers won 15 ouit of 19 turbine contracts awarded hy the Interior I)e-
partment's Bureau of Reclamation between 1964 and 1976.

Of all steel used in !90 Iercenlt federally funded highway p)rojects,
25 percent is foreign.

.And, in another instance, while foreign firms were capturing over
two-thirds of the domestic railcar market. a French manufacturer
boasted of selling to the U.S. Government below its cost of production.

That, of course, is dumping.
Other nations' practices. on the other hand, tend to completelv ex-

clude American bidders. Their practices include closed bidding sys-
tems, bureaucrat ic prejudice, and outright exclusion.

A witness at our hearings told us how on( Italian Government-owned
company told him, if they ever needed to go oltside Italy for their
needs, they would let him know.
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Another company, trying to break into the Japanese market, was
rcomtpletely rehllffce(.

These xclisionary lnaws anld practices lave })een deblated for years.
Now the 'ollllllittee has l)efore it tite Internrational Govellilltentl

I'rocuremelnt Code. whose express l)lrpl)ose is to strike down 1,uy nn-
tional (domiestic pre'fere'nces and(l 'prac('tices ill (rovelmmii tent l)'ro(i Iellen t.

What this co(lde does is l)'(res(''il(' )r'ocdu'('res, not uinlike' oull' own
procurenient regilations. which signatory v countries mllist see to pl'r-
chase the goods they buy. In that respect, it is (lesigned to providle mIjax-
imum opportulnities to all firms. regardless of natiollnalitv. to con mpete
for a nation's p)roci renllent.

But what it does not do is equally significant.
First: It is very liiiitit ill s 'ope. 1'roc('I'ell('llt is lot slubject to the

code's provisions. Procurem.:nt not subject to the code's provisions far
c.eeds tlhat which is c(ove'red(l.

Second: Whl til he c ode is sulLpposed t I reslilt in equ(Ial treatment for
all firms from signatory comntries. it actually will have thle oplosite
effect.

Our hearings found that the Buy American Act i- much less cffec-
tive than other natiolln' p)rca(ties in ( xcillding foreignl colll)etitor1'
fromll Governl'llent l)r'ocllrelent.

The resullt is that whlile American tirlls tend to be colnlletelyv ex-
clud(ed from other markets. forveign firmlns hanve colsiderll)hle opl)o1l-
tunitv to compete for U.S. proc(ulirement at this ti me.

Concerning )rocuretllltent not covered b1)y the code. thenll. IT .S. firtlls
will continue. to receive unequal treatment in international Govern-
mnent procurirollent.

3fr. Chiairman. I anii very skepltical that tlis Interinational Govern-
nment Prociuremient ('odle will ha-ve its desired( effect. I lm skepltiall that

U.S. firms will be trei:ted equallyv witll foreign competitors.
I amn also skeptical !e(aIllse. whlile the 1.S.. negotiated a law, other

nations negotiatedl behavior. It will be very easv for the Ilnited States
to contorin i1 s i;Aws to tile code. But hown c (n v e le slr, that otli'r *.orn-
tries will, in fact'. conform their behavior and pre jlltliees to the (code ?

We, in a sense. have negotiated fronl a position of weaknless. becaulse
we hlave negotiated away clear rules,. while other nations have negoti-
ated away blehavior. cllstomns. or cultliral hiases.

The nBuy Anerican Act is a law. a1 rulle of the anelll. And that is
known bx'all prospective l)idders. And it is uniformil admlllinistered
without P)re.julliee. Other eolintries' finanlicial l)ractic('s are. by their
very natulre. pr)ejlllicedl andt covertly discrilllinatory. Tllcy are rooted,
for the most part. in intangibles.

,ks with the old adage. oulr Buyii Anerican Act is a rule of law. (ther
nations' practices are rules of menil.

I am skeptical tllat we crll: ellnhge tlle latter to ourl econonmic henefit.
Mr. Chairman, 1 lml coneeirned. to. thllat tllere are serils flaws in tihe

International Government lPro(lltrelllet (Code. Bilt I think tllhey can
be corrected through approlpriate domiestic lepgi-lation.

Specifically, we need to insur(' that at least the econotmiic hen{ fits tle
United States derives fronl a dloimestic preference aire finally
recognized.

The Buy American- Act of 1979. introduced hty Senator Ban h and
myself annl p)resefntly before tlis conimittee. will (10 just tlant. Tt will
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requite that when the economics justify it, Federal funds must be used
to purchase goods only from American sources.

That bill-S. 533-would require that a percentage preference for
American manufacturers be established, just like under today's Buy
American Act. But, instead of using an arbitrary percentage-like the
6 and 12 percent-preferences that are now used, the preferences Imust
be based on the economic and tax benefits that come with a prudent
Buy American policy.

If the Congress accepts the International Government Procurement
Code, this measure must be an essential supplement to the code. By
recognizing the economic-and particularly the tax benefits-of a do-
luestw !)retferelie. this slipl)hlmentJill l]eLi atiol N will hlil ) IIS achievet
the following important effects:

First: It will insure that for noncovered procurement, the effects of
our fiscal policy will be felt in the U.S. economy. And stimulativ e eco-
nomic and employment policies can be pursued with confidence that
they will have their desired effects rather than simply stimulating the
economy of a foreign country.

Second: We will strengthen our negotiating position for any future
or next round in procurement negotiations.

By insuring that noncovered procurement is restricted by rational
economic preferences for U.S. firms, our domestic preferences will be
comparable to those of other nations.

This will further insure that the United States can negotiate in the
future from strength rather than from what, as has been in the past,
a position of weakness.

Finally: I believe we will insure maximum compliance by other na-
tions with the principles of the code.

As our hearings on the Buy American Act clearly reveal, foreign
firms already have access to 'U.S. Government markets. If the code,
with its limited scope, is accepted and if the present relatively ineffec-
tive Buy American Act remains unchanged, much noncovered pro-
curement will continue to be open to foreign competition.

In effect, other governments would have, in fact, little to lose in con-
tinuing their restrictive Buy National policies to exclude competition
by American companies through their procurement.

By strengthening U.S. domestic preferences, as proposed in S. .533.
for nonsignatories and noncovered entities, we will be sending a str.)ng
message to signatory countries. That message is that there are no more
freebies. "What we have negotiated is what you get-and no more."

I can't stress strongly enough the need to incorporate the substance
of S. 1533 or similar legislation in the implementing legislation now
under consultation with Ambassador Strauss and the committee or a]-
ternatively enacting it as accompanying legislation.

Frankly. I think the UInited States has been the patsy far too long
on this issue.

If the International Government Procurement Code and the Presi-
dent's recommendations for implementing legislation are accepted
without change in our Buy American laws, I can only say: Hold on to
your wallet. Your tax dollars will be going to finance the economies of
.Japan and Western Europe.

At this point in the record, M3r. Chairman. I would like to insert
some material, including a case study of the Buy American Act and a
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study from the Congressional Research Service and other accompany-
in g materials.

Senator CHILES. That will be inserted in the record.
[The documents referred tc follow:]

THn LIBRARY or CoNoIesa,
CONORESSIONAL RE8EARCH SERVICE,

Washington, D.C., February 28, 1978.
To: Hon. John Heinz !II.
Attention: Mr. Joe Robinson.
From: Economics division.
Subject: Analysis of 8. 2318, the Buy American Act.

In reference to your letter of January 24, 1978, we have carefully examined
the data regarding the effects of the Buy American Act. Regarding your first
question, "What is the tax effect of purchasing goods from American suppliers
rather than foreign suppliers," we have roughly estimated the ultimate tax
effect using the following assumptions:

1. $1,000 equals the amount of the original domestic procurement;
2. 1.7 equals the multiplier (bow many times the original expenditure increases

the GNP). Estimates of the GNP multiplier vary from 1.5 to 1.7; we used the
high estimate for this analysis;

8. 10 percent equals non-farm business profits before tax as a percent of sales;
4. 48 percent equals the marginal corporate federal income tax rate;
5. 20 percent equals the average federal personal Income tax rate;
6. 65 percent of non-farm business profits are taxed at the corporate rate and

35% at the personal income tax rate (about the percentages that corporate pro-
fits and non-farm proprietors' income represent);

7. About 90 percent of the total procurement minus corporate profits repre-
sents wage and salary payments (the remainder is rental and net interest);

8. 11.7 percent equals social security tax on both employers and employees;
9. 4 percent equals average state sales tax; and
10. Since states and localities do not collect sales taxes on their own procure-

ments, state sales taxes apply only to the multiplied effect s of the procurement
($700 in our example). Also, only about 70 percent of expenditures bring in sales
tax revenues (due to exemptions by many states and localities on food purchases,
certain services, etc.).

Calculating the tax revenues for a $1,000 procurement:
$1,000 times 1.7 (the multiplier) equals $1,700;
$1,700 times 10 percent equals $170 non-farm business profits before taxes;
$170 tlimes 6.5 percent times 48 percent equals $53 corporate profits taxes;
$170 times 35 percent times 20 percent equals $12 taxes on unincorporated non-

farm business income;
$1,700 minus $170 equals $1,530;
$1,530 times 90 percent times 11.7 percent equals $161 social security tax

payments;
$1,530 times 20 percent equals $306 personal income tax payments on

-wages, salaries, rent and interest;
$700 times 70 percent times 4 percent equals $20 state sales tax.

Summarizing:
$53 Corporate profits taxes

12 Taxes on unincorporated non-farm business income
161 Social security tax payments
306 Personal income taxes on wages, salaries, rent and interest
20 State sales taxes

552 Total taxes per $1,000 domestic procurement
The $552 in tax revenue added per domestic procurement of $1,000 is probably

an overestimate because the foreign procuremen it replaces often contains many
American-made components, which are currently being taxed. For example, a
Portuguese firm recently was awarded a contract for railroad cars, but only
the shell was made abroad-all the components were U.S.-produced.

Your second question was, "How much would be paid In primary (i.e., unem-
ployment compensation) and secondary tmedicald, welfare, etc.) benefits by fed-
eral, state and local sources if a foreign purchase resulted in the loss of American

W
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Jobs?" The variation in unemployment compensation, medicaid and welfare pay-
ments among states, as well as the virtual impossibility of knowing how many
of the unemployed qualify for these benefits, made it impossible to estimate the
amount of government payments made to the unemployed If a foreign purchase
resulted in the loss of American jobs.

Regarding your third question, "What is the effect of a domestic versus foreign
procurement on the Gross National Product," the effect would depend on whether
or not the economy is at full employment. If the economy were at full employ-
ment, a domestic purchase would only increase price levels, leaving the real GNP
(the GNP in constant-dollar terms) unchanged. If, however, unemployment and
Idle capacity were widespread, the real GNP would increase by $1,700 for a
$1,000 domestic procurement ($1,000 times the multiplier of 1.7 discussed previ-
ously). In reality, the chaoga In GNP would probably be somewhere between these
two extremes.

In answer to your fourth question, "What additional cost would be incurred
by federal, state and local governments if the bill were enacted," we have no
data on which to base an estimate, nor have we been able to discover any aggre-
gate data in any other government agencies.

ARLENE WILSON,
Analyst in International Trade and Finance.
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rAC CRS:

1. Waees
Hlourly 106,319 hours @ 6 390/hour $ 679,378
Salary (1 for every 3 ho rly) ? 617

$ Q05,837

2. Revenue to outside suppliers including
raw materials, purchased components,
boxing and freight S1.1 8 JO0

3. Overhead cost to Nat tonal Forge Company
absorbed by order $2,110,741

4. Selling price of contract $6,-3,072
Cost of project 5.'5 fi5

Profit on project $ 64 ,237

COMPUTATION OF DIFFERENTIAL:

Sub-
Em2 1.nov es Com-anry Con trator s 9 :)TA L

I Prmary Benefits
resulting from
U. S. Supply

Federal Inccme tax
(a) 15. x $905,837 $135,876
(b) 48% x 644,237 $ 309,234

Fenna. incorme tax
(a) 27. x $905,837 18,117
(b) 9.5% x $644,237 61,203

Local income tax
(a) 1% x $905,837 9,058

F.I.C.A.
(c) 5.,5% x $905,837 52,991 52,991

Federal Unemployment
Contr ibut ion

(d) .2% x $905,837 1,812

State Unemploynicnt
(d) 1.3% x $905,837 11,776

Penna. Sales tax
(a) 7,526

tultiplilert
(f) 277. x $l,lC8.900 8 ,l 3

iOlAL ;{TlTMRY
b.'NEr!TS 723 568 -,17 0!6 ,, r

.-, U u. -_- . . ._ .
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I Additional Costs
resulting from
foreign supply

Continuing Overhead
(g) Federal $ 916,906

State 20),520 1,117;426

Government
(h) (Unemployment paid) __491 036

._60 4,62

223,5.8 . 1,5 54_42 .299,183 :268_ 229

III Total Differential comparing U. S. vy, foreign supply
$2,568,229 divided by $6,590,072 ,qua'. 39.%0

NOTE: This computation i n.ot irte .: o be al: inclusive as we are
not economists and have not i ed all factors which could
have a bearing on the total economy but rather iuantifies what
we can present from our own records.

F.X A''AT ol '.F C02'_ 1,UrA is CF I,.'! I rC.r TAL

I. PRIMARY BENEFITS

The calculations under the sub-heading "Prirrary Benefits" can be

considered lost if this order were produced abroad.

(a) local, state and federal income tax revenues lost due

to the loss of wages,

(b) corporate federal and state income taxes lost on the conpany

profit on the contract,

(c) F.I.C.A. taxes lost due to the loss of wages,

(d) federal ind state unemployment taxes lost due to loss

of wages,

(e) Pennsylvania sales tax, and,
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I. ('ontinued)

(f) the multiplier effects on suppliers of 277 is calculated

by adding the total prir-:y benefit effect of $660,384 to

the continuing overhead effect of $1,117,426 and dividing

by the selling price of the contract ($1,778,010 * $6,590,072 -

27"). This percentage was then rultiplied times the revenues

lost by outside suppliers ($1,'38,900) on the assumption that

t' e effect on those revenues would equate to our.

II. ADDITIOIAL COSTS

The calculations under the sub-heading "Additional Costs" represent:

(t) extra loss of ta> revenucs if order had been placed with foreign

supplier, and (Li) unermplo);lent pa)r-ents made necessary by layoff of

hourly and salary employees if order had not been obtained. (t and ii

refer to (g) and (h) respectively).

(g? Continuing overhead - the federal and state inctne taxes

lost die to redulction of c¢.:.,.;y --etax earrnings resulting

fren thie Ios of prc ';cttnic vol:-eo. Cvcrll prfit 'wuld

be ieduced by the $2,110,71l. Tte calculatiiL1 ;!ve effect

to the deduction of the state txies for fecderal tfx puirposes.

(h) Covernment (Unemployuient Paid) - the hours in Factor I of

$106,319 vroe divided by 2,000 (50 weeks @ 40 hours per

week) to arrive at the number ot full-time equivalent of

hourly employees (53) to which was added the full-time

equivalent ot salary employees (1/3 x 53), to reach a total

of 71 employees who would receive unemployrnnt compensation.

We assu.ied the 71 erployees would obtaili 52 weeks of benefits

at $133 per week.

III. TOTAL DEFFERENTIAL

The differential is calculated by dividing the total loss of revenue

of $2,568,229 by the co',rsct price of $6,590,072.



13

A ALUS-CHALMERS
M.ilps Ad*eM; 9OX 712 eIORK. PENNSYLVANIA 1 740S

SIre Addrs,: E.d Slln qad, YORK., PA 7404

Phone: 71 1/792351 T..ex No. 140 43
G. E. PFAFFLIN Hly 15, 1979
GE:.E nAL MANAGE R
HYDORO-TUSqINE OIVISION

TO: Senate Committee on Governmental Affairs
United States Senate
Washington, D.C. 20510

SUBJECT: MTN - International Government Procurement
Code

Gentlemen:

Please note enclosures with this letter as follows:

1. April 23, 1979 letter to Commerce Department Assistant Secretary
Frank A. Weil by Mr. David C. Scott, Chairman of the Beard and Chief
Executive Officer of Allis-Chalmers.

2. Allis-Chalmers' February 5, 1979 paper titled, "The United States
Hydraulic Turbine Market, A Suamary of Foreign Competition".
(Enclosure with Mr. Scott's April 23, 1979 letter)

3. An Allis-Chalmers statement of position titled, "Statement of
Allis-Chalmers Corporation, Hydro-Turbine Division, Concerning the
Federal Governmeut's 'Buy American' Policy and Regulations".
(Referevrei in Mr. Scott's April 23, 1979 letter)

The hydraulic turbine manufacturing industry in the United States has
one .-jor supplier, the Allis-Chalmers Hydro-Turbine Division located
in York, Pennsylvania, i- On represents approximately 1,000 employees
and $60 million in annual sales. Because the results of this Committee's
deliberations relative to an International Procurement Code could have
a drastic impact on our business environment, it is asked that this
i]tter and its enclosures be considered and entered as part of the
record.

While Hr. Scott's letter is primarily concerned with the advantageous
situation enjoyed by our Japanese competitors, all our foreign compet-
itors enjoy similar advantages, a point addressed in enclosures 2 and
3. It is recommended that each hydraulic turbine manufacturing nation
be confronted with the same terms proposed by Mr. Scott for Japan.

G. E. Pfaf in

GEP/RT/je
Enclosures

Y24 7n9
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STATEAiNT OF ALLIS-CHALMERS CORPORATION,
HKfDRO-TURBINE DIVISION,

CONCERNING THE FEDERAL GO'ERNMENT'S
"BUY AMERICAN" POLICY AND REGULATIONS

Allis-Chalmers Corporation -,Hydro-Turbine Division,

York, L'ennsylvania, has become itcrcasingly concerned over the

United States Government's implementation of the Buy American

Act (41 U.S.C. 10a-d) and proposed modifications to existing

Buy American policies of certain federal agencies. In keeping

with the Company's position favoring international free trade,

yet recognizing the current trade practices of this country's

major trading partners, Allis-Chalmers makes the following

statement supporting the retention and extension of existing

Buy American policies by the United States Government to insure

effective world-wide competition and maintenance of a viable

hydro-turbine iudustry within this country.l' It is the firm

belief of Alli. -Chalmers that the retention of the existing 50%

differential factor policy of the Department of Defense (ASPR

6-102.2, 6-104.4) is in the best interests not only of the

hydro-turb'ne industry, but of the United States Government,

the major p. haser of such equipment.

GFNERAL BACKGROUND AND NATURE OF THE MARKET

Efficient conversion of the potential energy existing

in water moving from a higher to a lower level into electrical

l/See the Statement of the Allis-Chalmers Corporation, before
the Subcommittee on Federal Spending Practices and Open
Government, U.S. Senate Committee on Governmental Affairs,
April 5, 1978, reproduced as Supplement A hereto.
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power began approximately at the turn of the century. This

conversion requires a hydraulic turbine to drive an electric

generator. Allis-Chalmers has been associated with the hy-

draulic turbine industry since its inception and through its

Hydro-Turbine Division at York, Pennsylvania, has grown to

become a world leader in hydraulic turbine technology.

While Fossil and Nuclear Fueled Thermal Power Sta-

tions pr- ide the bulk of the nation's energy, hydro power

continues to be a major source nation-wide, and a primary

source in some areas. Federal Power Commission figures for

the year 1975 (Exhibit 1) indicate that over 15% of the total

electrical energy generated by utilities in the United States

was produced by hydraulic power. This is particularly note-

worthy in terms of utilization and efficiency since Federal

Power Commission statistics (Exhibit 2) indicated that only

13% of the installed capacity is hydro power. It is also

seen (Exhibit 1) that the Pacific Division, consisting of the

States of Washington, Oregon, California, Alaska, and Hawaii,

has over 60% of its electricity generated by hydro plants, with

the State of Oregon approaching 100%. Also of interest is the

fact that the largest power plant in the United States in terms

of generating capacity is the U.S. Bureau of Reclamation's

Grand Coulee Hydro Plant (Exhibit 3).

The hydraulic turbine market for the United States for

the past 15 years, calendar years 1962 chrough 1976 inclusive,
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has totalled approximately 1 billion dollars in 1976 equiv-

alent dollars or an average of 67 million dollars annually

(Exhibit 4). Of this total, Federal Government agencies have

purchased 43.47. for an annual average of approximately 29 mil-

lion dollars. The Federal Government is by far the largest

purchaser of hydro power equipment, and therefore the major

factor in this market. Also evident is the fact that Allis-

Chalmers is a major supplier to this market, having furnished

an average of 49.5% of the hydro-turbine equipment supplied

over the same period.

Unfortunately, during this same period the competi-

tive situation created by foreign suppliers reduced the hy-

draulic turbine manufacturing industry in the United States

from several competent suppliers to essentially one supplier

with full capabilities of development, design and manufacture.

(Exhibit 5). In addition, National Forge, the major domestic

supplier of precision castings to the industry, announced in

April of 1977 that it is closing its foundry operation. Cited

as cause for this decision is the reduction in business re-

sulting from the withdrawal of Baldwin-Lima-Hamilton from the

domestic hydro-turbine business and severe competition from

Japanese foundries.
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THE BUY AMERICAN POLICIES OF THE UNITED STATES
GOVERNMENT AND FOREIGN COUNTRIES

Since 1964, the Department of Defense has followed

a modified Buy American policy, using a 50% differential

factor, exclusive of import duties (ASPR 6-102.2, 6-104.4),

instead of the standard 6%, as the cost savings that would

justify foreign purchase. The 50% factor had its origin in

the 1963 effort to stem the outflow of gold. In fact, the

50% factor has never been used as a basis for foreign pur-

chase of hydro-turbine equipment because the differential has

been impossible for forei6n suppliers to meet. It has, how-

ever, had the very salutary effect of causing foreign suppliers

to qualify their bids under the 3uy American Act by having a

minimum of 50% of the manufactured content produced in the J.S.

This, in turn, has had very important benefits for the Defense

Department in that it encourages foreign suppliers to develop

a broad base of U.S. vendors to meet the 50% domestic content

requirement; and it forces the only U.S. supplier, Allis-

Chalmers Corporation, to develop a broad base of foreign ven-

dors in order to meet price competition. Thus, the Defense

Department receives the benefits of intense, world-wide compe-

tition, yet retains a viable domestic base of component sup-

pliers, as a result of the 50% differential factor, regardless

of prime contractor selection.
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Elimination of the 50% factor, and retreat to a

uniform 6% factor, will also have the likely effect of elim-

inating the only remaining manufacturer in the U.S. of large

hydro-turbines, Allis-Chalmers. This possibility has been

recognized by Allis-Chalmers' principal U.S. Government cus-

tomer, the Army Corps of Engineers, which noted recently that

if Allis-Chalmers "were to cease operations, for all practical

purposes there would be no domestic source of hydraulic tur-

bines. We would have to rely entirely on foreign suppliers."

(Exhibit 5).

Without competition from a domestic prime contrac-

tor, or utilization of the domestic component supplier net-

work to meet the 50% domestic content requirement, there is

no assurance that foreign suppliers bidding 100% foreign con-

tent would not engage in trade practices regarded as unlawful

under U.S. antitrust legislation. Difficulties of enforcement

in such an event are obvious.

As recent U.S. Bureau of Reclamation experience has

shown, the use of the 6% differential factor has resulted in

U.S. bidders having little chance against foreign bidders em-

ploying 100% foreign content. See Exhibit 6, which demon-

strates that 12 out of the last 15 USBR procurements went for-

eign on this basis, and the two that did go domestic went to

companies which do not manufacture hydraulic turbines as part
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of their normal business. (Exhibit 7,. In the case of the

Grand Coulee Dam, awarded to Willamette, the turbines were

designed by Dominion Engineering Works, a Canadian firm (Ex-

hibit 6), with substantial manufacturing by Japanese and

Swiss suppliers.

It should also be noted that, except for Canada,

no other nation which has a domestic hydraulic turbine indus-

try customarily permits imports of hydraulic turbines. At

the same time many foreign countries subsidize their industry

and support exports.

In an effort to confirm whether the competitive

situation for hydro-turbine sales in Japan is as we have sus-

pected it to be, i.e., that no foreign competition is per-

mitted, Allis-Chalmers wrote to several Japanese utilities,

including one Government utility, requesting the opportunity

to bid to them. A copy of the January 21, 1977 letter to the

Japanese utilities and the list of utilities to which it was

sent comprise Exhibit 8. At the end of March, 1977, Allis-

Chalmers had received only one response to this request: a

February 4, 1977 letter from Fuji Electric (Exhibit 9), a

Japanese manufacturer of hydraulic turbines and Allis-Chalmers'

licensee for pump/turbines. Subsequent thereto, Allis-Chalmers

received another letter from Fuji, dated July 1, 1977 (Exhibit

10), which states "the Japanese utilities have no intention at
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all to directly import from abroad pump-turbines or conven-

tional hydraulic turbines. We can assure you of this defi-

nitely, since we are well versed to their buying behaviors,

and that is why they have not replied to you to date." It is

clear to Allis-Chalmers from this admission that no suppliers

other than Japanese will be given the opportunity to compete

in Japan on hydro-turbine projects, despite the heavy reliance

on hydro power in the Japanese electrical power system, and

notwithstanding that Japanese hydro-turbine manufacturers are

encouraged to bid on similar projects in the United States.

See also, Governmental Buy-National Practices of the

United States and Other Countries -- An Assessment, Report to

the Congress by the Comptroller General of the United States,

September 30, 1976, pp. 49-52, which finds, "Despite these for-

mal declarations of nondiscrimination [by the Japanese], U.S.

businesses and their representatives in Japan suggest that the

rescission of the 1963 order [favoring Japanese suppliers] has

not altered the discriminatory procurement practices of the

Government and its public corporations."

While Canada has permitted the importation of hydrau-

lic turbines in the past, there is evidence that the situation

has changed. The Province of Quebec has limited its procure-

ments almost exclusively to companies manifactulring turbines

within Quebec. Allis-Chalmers, during4 the period it maintained



21

a capability for manufacturing hydro-turbines at its facilities

in Lachine, Quebec, was successful in obtaining little more

than 6% of the approximately 15,400 MW of installed capacity

in the Province. Allis-Chalmers has not, however, obtained

any orders for hydraulic turbines in Quebec, since the Lachine

facility was committed to the manufacture of other lines of

equipment in the late 1960's. Confirming this situation, the

Province of Quebec (in which Dominion Engineering and the gov-

ernment-owned supplier, Marine Industries, the major Canadian

hydraulic turbine manufacturer, are located) recently advised

Allis-Chalmers through the James Bay Energy Corporation, an

instrument of Hydro Quebec (the provincially owned electrical

utility), that it would no longer accept bids from suppliers

outside the Province of Quebec. As a result, Allis-Chalmers

will be unable to submit bids for the extensive LaGrande Pro-

ject, which is currently underway. The LaGrande Complex will

ultimately contain forty-four (44) units capable of generating

over 10,000 MW, all of which will be reserved exclusively for

Quebec manufacture. This situation leaves little doubt that

Canada's major turbine manufacturers enjoy a protected home mar-

ket.

FUTURE DOMESTIC HYDRO-TURBINE PROCUREMENTS

Historically, Allis-Chalmers has supported vigorously



22

the U.S. Army Corps of Engineers Hydroelectric Program, having

supplied 4,673.7 MW of hydraulic turbines to the Corps out of

a total of 9,511.6 MW purchased in the last 15 years. (Exhibit

11). This represents 36.7% of the Allis-Chalmers Hydro-Turbine

Division's business for the period. (Exhibit 12). Obviously,

the facilities required for this business represent a signifi-

cant segment of the Division's capital investment, some of

which was made in recent facility additions, on the assumption

the Corps' procurement policies would be maintained.

Federal Government purchases of hydraulic turbines in

the next five years are expected to total approximately 208 mil-

lion dollars. The Corps' purchases alone are expected to total

approximately 167 million dollars, or over 80% of this tocal.

(Exhibit 13). Considering all domestic hydraulic turbine re-

quirements forecast for the next five year period, the Federal

Government requirements represent approximately 43% of the total

and the Corps of Engineers alone, approximately 34% of the total.

(Exhibit 14).

The Allis-Chalmers Hydro-Turbine Division is at an ln-

surmountable disadvantage when bids are evaluated on a low price

basis only as required by ASPR, particularly against Japanese

manufacturers who currently have considerable excess manufactur-

ing capacity. Allis-Chalmers is normally competitive in world

bidding situations under which conditions of technical expertise

and previous reliable experience are permitted as bid evaluation

.
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factors. These latter factors may not be evaluated under cur-

rent Defense Department bid procedures.

All recent successful bids to the Corps of Engineers

by foreign suppliers '-- hydraulic turbines have been on the

basis of more than 50% subcontracted domestic content in order

to qualify as domestic bids, with the exception of the recent

award of an order for fish-attraction turbines for the Bonne-

ville Second Powerhouse to a Swiss manufacturer where the Buy

American Act requirements were waived purportedly pursuant to

a Memorandum of Understanding between the Department of Defense

and the Swiss Government associated with the purchase of mili-

tary aircraft by the Swiss from American manufacturers. (Ex-

hibit 15). Allis-Chalmers is currently challenging this inter-

pretation of the Swiss Memorandum of Understanding in the courts.

It is the position of Allis-Chalmers that the Memorandum of

Understanding, which by its terms is stated to apply to "de-

fense articles and services," is not applicable to procurements

for civil works projects such as hydro-turbine equipment. Never-

theless, the Corps, notwithstanding the contested Borneville

award, is continuing to include in selected recent Solicitations

for civil works projects provision for possible waiver of the

Buy American Act for Swiss bidders. If this practice persists,

the ability of Allis-Chalmers to continue as the sole remaining

domestic manufacturer of large hydro-turbines will be further

jeopardized.
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If the United States Government initiates a uniform

6% evaluation differential, Japanese and other foreign bidders

could easily and consistently lower their prices by quoting

100% foreign content, absorb the normal 6% add-on and still

bid below American manufacturers in a price-only competition.

This would be doubly advantageous to Japanese suppliers, con-

sidering the current excess capacity they are experiencing,

as evidenced by their recent bids to the Bureau of Reclama-

tion. The Corps' 347. of the total domestic business forecast

for the next five years represents approximately 3.0 million

manufacturing manhours. However, the negative impact if this

business is lost to domestic industry will extend far beyond

those manhours. Domestic industry's return on investment will

certainly drop as a result of reduced employment and utiliza-

tion of facilities. Unacceptable returns will dictate reduc-

tion or elimination of research and development efforts, which

in turn will mean technological decay. The obvious result

would be the disappearance of the last U.S. hydro-turbine manu-

facturer, along with the thousands of jobs provided.

PUBLIC INTEREST CONSIDERATIONS

There is a substantial reason to retain the 50% eval-

uation factor for the hydro-turbine industry on the basis of

national and security interests, which might be addressed as
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"public interest." In this regard the hydro-turbine industry

is unique in both manufacturing facilities and personnel.

The Allis-Chalmers facility is unique in the. size of

the material it is capable of handling with its sophisticated

fabricating and welding equipment, heavy machine tools (in-

cluding a 42 ft. boring mill, the largest in the U.S.) and its

associated crane capacity (aingle cranes up to 200 tons). (Ex-

hibit 16) [A-C Bulletin 54B4501]. It should be noted that

this equipment is not only applicable to hydraulic turbines,

but other large manufactured goods as well. Examples are large

propellers and shafts for the Navy, Coast Guard and commercial

vessels. In addition, Allis-Chalmers' capacity in this area

could be expanded as needed in the time of national emergency.

The Hydro-Turbine Division team of engineers and

technicians has expertise not only in the field of fluid dy-

namics, but in others as well, e.g., development and innova-

tion of welding techniques, application of hydraulic model re-

sults to full size prototype eqtipment and application of so-

phisticated computer technology to large, complex, highly

stressed components or component segments. This background

and capability is frequently made available to consulting

engineers and customers' engineers in the preliminary phases

of planning future projects containing hydraulic turbines and

in the case of rehabilitation of defective hydrogenerating

equipment when engineering diagnosis and changes in design are
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rSe4trod. Reliable information is particularly significant

in the preliminary phases of hydro projects when the multi-

million do'.ar investment and time factors (typically 5 years

from date of order to equipment on line) are considered.

With 15% of the nation's electrical generation pro-

vided by hydro equipment (Exhibit 1), a domestic capability

to provide maintenance, repair, and replacement services

becomes a high priority matter, and it is obvious that this

capability depends as much on experienced personnel as on the

facilities. Tbh ability and experience of Allis-Chalmers'

team permits service and repair of other manufacturers' equip-

ment as well as its own.

RECOMMENDATIONS

1. The 50% differential factor currently being used by the

Corps of Engineers under Defense Department procurement

policy is vital to domestic suppliers of hydrogeneration

equipment and to the United States Government. It assures

effective world-wide price competition among all bidders,

as well as maintenance of a viable American industrial base

for national and security interests. Rather than eliminat-

ing the 50% evaluation factor, it should be extended to

all Government agencies for procurement of hydraulic tur-

b-;.es. State and Municipal Government Agencies should also
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be required to use the same factor when such agencies

employ Federal Government funds or facilities in develop-

ing their projects.

2. Consistent with the recent recommendations to Congress

by the General Accounting Office, Allis-Chalmers believes

that the United States should not unilaterally make a

major concession by eliminating U.S. "buy-national" prac-

tices. Arrangements with U.S. trading partners to work

L.ward freer trade, with due regard for national interests

and safety, should "[b]e contingent on reciprocal actions

by U.S. trading partners that will clearly result in

opportunities for U.S. industry and labor to benefit from

increased exports."

3. If the 50% differential factor were to be eliminated,

guidelines, promulgated by all Federal procuring agencies,

should then require that whenever a U.S. bidder alleges

that a procurement from a foreign source located in a

country which has an agreement for waiver of the provi-

sions of the Buy American Act (such as under Certain

Me, zanda of Understanding between the United States and

foreign countries concerning the purchase of military

equipment), such waiver shall be granted only after a

published Determination and Finding by the head of the

agency involved that it will not Jeopardize an essential

U.S. national industrial base. Further, the guidelines

should encourage class determinations wherever appropriate.

(Note: The documrents referred to in this statemnt are not printed here.)
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THE UNITED STATES HYDRAULIC TURBINE MARKET

A SUMMARY OF FOREIGN COMPETITION

ALLIS - CHALMERS
HYDRO-TURBINE DIVISION

February 5, 1979
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A-C HYDRO-TURBINE DIVISION

SITUATION RELATIVE TO FOREIGN COMPETITION

AND FEDERAL GOVERNMENT PROCUREMENT AND IMPORT POLICIES

Statement of Problem

Non-tariff trade barriers have existed in the Hydraulic

Turbine Industry for at least the last 15 years. Except

for the U.S. and Canada (except Quebec), no other nation

which has its own domiestic hydraulic turline industry

customarily permits imports of hydraulic turbines. Typi-

fying this situation are the nations of Japan, Fiance,

Switzerland ard the Province of Quebec in Canada.

Japan has a network of electric utilities, only one of

which, the Electric Power Development Corporation (EPDC),

has direct government affiliation. The Japanese Hydraulic

Turbine Industry consists of four (4) principal manufact-

urers: Hitachi, Toshiba, Mitsubishi and Fuji. Export

marketing activities by these manufacturers are reported

to be closely coordinated by the Ministry of International

Trade and Industry (MITI). Reference to this coordination

was made in the December i, 1977 issue of Electrical

Review International which noted that: "A trio of Japan's

leading heavy electrical machinery enterprises has elected

to band together to make bids for export contracts. ...
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They have consented to divide up a contract on equal thirds

Wasis, rather than vie with each other in independent,

competitive bidding. ... [TIhe Japanese home market for

heavy electrical machinery is no longer able to accommodate

what they call 'unnecessarily excessive competition that

works to the good of no firm at all.' " A September 30, 1976

report to the Congress by che Comptroller General o' the

United States entitled, Governmental Buy-National Practices

of the United States and Other Countries--An Assessment,

states that, "Despite these formal declarations of non-

discrimination (by the Japanese), U.S. businesses and their

representatives in Japan suggest that the rescission of

the 1963 Order (favoring Japanese suppliers) has not

altered the discriminatory procurement practices of the

government and its public corporations."

The Power Generation and Transmission Systems in France are

nationalized as Electricite de France. The System, as a

matter of practice, purchases equipment exclusively from

French suppliers.

The Power Generation and Transmission System in Switzerland

consists of a number of private utilities. These utilities

deal exclusively with domestic suppliers through private

bidding and negotiations.
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Canada continues to permit the importation of hydraulic

turbine equipment. Quebec, however,(the province with

by far the most undeveloped hydro-electric potential)

has limited its procurement to companies manufacturing

turbines within the province. This includes the two

major Canadian manufacturers, Dominion Engineering Works

and Marine Industries. Allis-Chalmers has not had the

opportunity to participate in the very significant hydro-

electric program in Quebec since 1965. In fact, in 1977,

Quebec advised Allis-Chaimers through the James Bay Energy

Corporation, an instrument of the Province of Quebec, that

it would no longer accept bids from suppliers outside the

Province. As a result, Allis-Chalmers is unable to submit

bids for the extensive LaGrande Project which is currently

underway. As a matter of interest, the LaGrande complex

will ultimately contain 44 units capable of generating over

10,000 MW. This situation leaves little doubt that Canada's

major turbine manufacturers also enjoy a protected home

market.

Because of this protection afforded by the various types

of non-tariff barriers, hydraulic turbine manufacturers of

other nations have a controlled situation in their home

markets resulting in favorable prices and assured business.

I
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These same manufacturers are, therefore, able to exercise

substantial latitude in export pricing (a two price level

system) in order to fill open capacity and assure employment

as needed.

As a result of the foregoing, hydraulic turbine bid prices

received in the U.S. from foreign manufacturers, particularly

Japan, have been at levels consistently below those of do-

mestic suppliers for the last several years. Since mid-1975

in fact, on those projects open to competitive bidding (and

without substantial "Buy-American" protection as currently

provided by the Department of Defense) the low foreign bid

price has averaged 357. below ihat of the low domestic

bidder.

Because the Federal Government allows suppliers from these

countries to continue to compete in the U.S. despite these

conditions, forcing domestic suppliers to attempt to quote

at severely depressed price levels, the Federal Government

and private U.S. utilities are effectively supporting re-

search and development overseas at the expense of domestic

suppliers. They are, in other words, exporting research

and development and importing foreign unemployment.

The result of all these circumstances has been a declining

participation by domestic suppliers in the U.S. market
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(see Exhibit i), from 70% of all units bid in 1974 to only

20% in 1978.

As a result of the limited size of this market and its

associated uncertainties, some of which have been outlined

above, the U.S. Hydraulic Turbine Manuf-cturing Industry

has been reduced from six (6) active participants in 1950

to only one (1) major supplier at the present time.

(See Exhibit 2) This decline in the number of U.S. manu-

facturers has resulted in a reduction of the U.S. annual

capacity to engineer and manufacture hydraulic turbine

equipment to approximately 1,700 MW annually. This

means that U.S. manufacturing capability is becoming a

lower percentage of projected annual domestic MW require-

ments. According to FE"C statistics, an average of

4,700 MW per year in additional hydro-electric capacity

will be required through 1984. If the trend of increasing

foreign penetration in the domestic market is allowed to

continue, the United States will shortly lose its last

supplier fully capable and competent in hydraulic turbine

development, design and manufacture (as well as service,

maintenance and repairs).
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U.S. Hydraulic Turbine Manufacturing Industries' Objectives:

1. Achievement by the U.S. Government of fully reciprocal

trade agreements with each of the nations havin_

suppliers competing in the hydraulic turbine field. A

list of these nations is included in Exhibit 3.

The best example of the situation which exists with

the other hydraulic turbine supplier nations is that

of Japan. While we have been aware of the continuing

Japanese situation, i.e., that no foreign competition

is permitted, our first effort to clearly define that

situation was a January 21, 1977 letter addressed

to the presidents of ten Japanese utilities. A copy

of that letter and list of utilities to which it

was sent comprise Exhibit 4. After follow-up letters

dated March 31 and May 31, 1977 were sent, two polite but

non-committal responses were received from Japanese

utilities on June 10, 1977, and a third following

later on July 19, 1977. The only substantive response

received came from A-C's licensee, Fuji Electric (who

had not been copied on our original letter). Exhibit 5

consists of copies of Fuji's letters dated February 4,

1977 and July 1, 1977, the second of which states,

"The Japanese utilities have no intention at all to

directly import from abroad pump/turbines or con-

ventional hydraulic turbines. We can assure you of
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this definitely, since we are well versed to their

buying behaviors, and that is why they have not

replied to you to date." This position was further

confirmed in a meeting with a Japanese trade delegation

at the Department of Commerce on Monday, March 13, 1978.

This meeting closely followed the conclusion of Am-

bassador Strauss' trade negotiations with Japan which

had reportedly resulted in a relaxing of Japanese trade

restrictions. As indicated in our letter of confirm-

ation of that meeting (Exhibit 6), A-C was told by

the Japanese trade delegation that Japan has no in-

tention now or in the future to purchase hydraulic

turbines from other than Japanese suppliers. The

situation has subsequently been pursued through the

Department of Commerce, Trade Facilitation Committee,

with little hope of any success offered.

2. Establish the domestic hydraulic turbine industry's

importance to the National security and the achievement

of energy self-sufficiency. An industry which serves

a segment of the Nation's electric power generation

industry exceeding 10% of the total in both installed

capacity and energy generated, (Exhibit 7) must receive

serious consideration to qualify in both categories.

Determination of an industry as being critical to
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National security opens the possibility of establish-

ing increased tariffs on imports of that equipment.

3. Implement the full and original intent of the Buy

American Act. These regulations originally established

to encourage domestic purchasing by the U.S. Government

could be implemented to establish reciprocal trade

restrictions or penalties in response to specific

product exclusions from supplier nations. The 507.

bid evaluation penalty against foreign bids, as

established and currently used by the Department of

Defense under the existing laws and regulations could

also be adopted by other government agencies for

selected categories of equipment. The Department of

Energy funding for feasibility studies and construction

grants should be limited to U.S. industry. In addition,

state and municipal agencies receiving federal funding

should be required to exclude suppliers from protected

home markets.

4. Eliminate civil works equipment from eligibility

for favored reciprocal treatment under DOD Memoranda

of Understanding. The Division has a case pending in

Federal District Court in an effort to stop what is
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deemed to be an illegal application of reciprocal

purchase Memoranda of Understanding to Civil Procure-

ments. The Department of Defense is attempting to

apply M.O.U.'s resulting from the purchase of U.S.

military equipment by Switzerland and England to

equipment for civil works as well as to military

hardware. This action results in an unquestionably

inequitable situation for domestic industry since

under the M.O.U. the foreign supplier is required to

pay no duties at all, whereas the competing domestic

supplier must pay duties on any imports contained

in the equipment supplied.

5. In order to accomplish the foregoing objectives,

Allis-Chalmers must now pursue and support new

legislation which would strengthen the position of

domestic power generation equipment suppliers, when

competing with foreign suppliers, not only for federal

government contracts, but also when selling to the

nation's investor-owned utilities and other power

generation agencies. This area will be particularly

important as the Congress begins consideration of the

Administration's recommendations resulting from the

soon to be completed Multi-Lateral Trade Negotiations.

R. Thoresen
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EXHIBIT NO. I

ALLIS-CHAlEPS HYDRO-TURBINE DIVISION

UNITED STATES

HYDRAULIC TURBINE PROCUREMENT

JANUARY 1974 - JANUARY 1979

1974 1975 1976 19i7 1978

2-1-79

: of Total
Number of
Units per

Year

(On basis of
year of bid)

I
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EXHIBIT 2

ALLIS-CHALMERS HYDRO-TURbIIN DIVISION

HISTORY OF U.S. HYDRAULIC TURBINE
MANUFACTURING INDUSTRY

1950 - Manufacturers

Allis-Chalmers
8aldwin-Lim-Hamil ton
Pelton
Newport News
S. Morgan Smith
Leffel

1. Pelton had been a subsidiary of B-L-H since the late 1930's.
2. Allis-Chalmers acquired S. Morgan Smith - January 1959; operations

were subsequently consolidated in York, Pennsylvania.

1960 - Manufacturers

Allis-Chalmers
Baldvin-Lima-Hail ton
Pelton
Newport News
Leffel

1. B-L-H consolidated and closed the West Coast facilities of its
subsidiary, Pelton.

1970 - Manufacturers

Allis-Chalmers
Baldwin-Lima-Hamilton
Newport News
Leffel

1. B-L-H vas acquired by Armour in 1963 and (Creyhound in 1969. The
decision to cease participation in the hydraulic turbine business
followed rapt'i? in May of 1970.

2. Newport News was acquired by Tenneco in 1971 and discontinued
its hydraulic turbine business shortly thereafter.

1979 - Manufacturers

Allis-Chalmers *
Leffel **

All information available to us indicated conclusively that all the de-
partures from the hydraulic turbine manufacturing industry came about due
to extremely marginal return on investment resulting from the unrealistically
low prices submitted by foreign manufacturers irt the 1960's.

* Allis-Chalmers espl3yment history associated with the manufacturer of hy-
draulic turbines in York reflects a growth from approximately 600 people
in 1950 to approximately 1,000 today.

** Limited to manufacture of very small capacity units repressenting less than
1% of average annual U. S. capacity comitments; also currently reported
to be for sale.
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EXHIBIT 3

ALLIS-CHALMERS HYDRO-TURBINE DIVISION

HYDRAULIC TURBINE MANUFACTURING NATIONS

United States
Canada
France
England
W. Germany
Austria
Switzerland
Spain
Italy
Sweden
Norway
Finland
Belgium
Yugoslavia
Russia
Brazil
China (Peoples Republic)
India
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EXHIBIT 4

Palge I

~-- AIUS-CHALMERS
OX 1, ·*YON. *INMYLVAMIA 1740/I 774107W

VOIrK PLANT
#YO1.0tTAIIN[ OVISION

AIR MAIL
January 21, 1977

Mr. Toshio Morioka, President
Kansai Elect. Power CQopany
05, Nekanoshima 3-choce
rita-ku
Osaka 530, Japan

REFERI2CZz ansai Elect. Power Company
pydraullc Turbine Requirnments

Gentlemen:

It is readily apparent that the Kansai Elect. Power Company is one of
the l*ading organizations in Japan in the utilization of hydraulic power
for the generation of electricity. In this regard, we would like to
call your attention to the capabilities of the Hydro-Turbine Division of
Allis-Chalmers locatbd at York, Pennsylvania.

As you may be aware, Allis-Chalmers is one of the world's leading sup-
pliers of hydraulic turbines. particularly reversible pump/turbines.
we have licensed the Fuji Electric Co., Ltd. of Japan for the manu-
facture of pump/turbines. While Alli-Chalmers hb no plans to change
this arrangement with Fuji, we would be very interested in quoting to
you directly on your future requirements for turbines and pump/turbines.
We have the capability for the development, design and manufacture of
large Propeller, Kaplan, and rrancis turbines, as well as Francis type
pump/turbines. For your prelimiruar consideration, we are enclosing
copies of bulletins reviewing our laboratory, mraufacturing facilities
and pump/turbine technology ar well as our reversible pump/turbine
installation list.

We would be very much int.rested in pursuing the possibility of quoting
to nmsai Elect. Power ompqany on future hydraulic turbine business in
competition with domestic Japanese suppliers, assuming our bid would be
seriously considered ard evaluated on a well defined predetermined basie
made krown to all parties prior to bidding.

We look forward to your reply and the possibility of a mutually pro-.
fitable relationship.

Very truly yours,

Manager of ,Wrketing

JM/RT/os
Enclosures



42

EXHIBIT 4
Page 2

JAPANESE UTILITIES

Chuba Elect. Power Company
#1, Toshincho
Higashi-ku
Nagoya 461-91, Japan

Chugoku Elect. Power Company
#33, Komachi 4-chose
Hiroshima 732, Japan

Dengen Kaihatsu (EPDC)
#2 Tekko Building
#8-2, Marunouchi 1-chome
Chlyoda-ku
Tokyo 100, Japan

Hokkaido Elect. Power Company
#2, Higashi 1-chome
Ohdori, Chuo-ku
Sapporo 060-91, Japan

Hokuriki Elect. Power Company
*1. Sekurabaahidori 3-choea
Toyamo 930, Japan

Kansai Elect. Power Company
#5, Nakanoshima 3-chome
Kita-ku
Osaka 530, Japan

Kyushu Elect. Power Company
#1-82, Watanabedori, 2-chose
Chuo-ku
Fukuoka 810-91, Japan

Shikoku Elect. Power Company
#5, Marunouchi 2-chome
Takaaatsu 760-91, Japan

Mr. Otozaburo Kato, President
Telephone: (052) 951-8211

Mr. Kansaku Yamane, President
Telephone: (0822) 41-0211

Mr. Yoshihiko Morozuai, President
Telephone: (03) 212-2211

Mr. Kohmo Yotsuyanagi, President
Telephone: (011) 251-1111

Mr. Keigo Haratani, President
Telephone: (0764) 41-2511

Mr. Toshio Morioka, President
Telephone: (06) 441-8821

Mr. Saburo Nagakura, President
Telephone: (092) 761-3031

Mr. Tsunenori Yamaguchi, President
Telephone: (0878) 21-5061
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EXHIBIT 4
Page 3

Tokyo Elect. Power Company
#1-3, Uchisaiwaicho 1-chome, Chiyoda-ku
Tokyo 100, Japan

Tokyo Elect. Power Company
Denryoku Building
#7-1, Ichibancho 3-chome
Sendai 980, Jepan

Mr. Hisao Mizuno, President
Telephone: (03) 501-8111

Mr. Tsutomu Wakabayashi, President
Telephone: (0222) 25-2111
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(X) FUJI ELECTRIC Page 1 X

YouRmr. ou err. FE/2994/MUR TOKYO Feb 1977

(Mailed on Feb. 7, 1977)

Mr. J.F. Meyers
Manager of Marketing
Allis Chalmers
Box 712
York, Pennsylvania 17405

U. S. A.

Dear Sir,

1. We came to know you have sent the letters and catalogues
to Japanese Power Companies, in which you mentioned your
interest for direct quoting for future requirements of
turbines and pump-turbines. We are very much embarrassed
with the situation produced by the above your letter to
the Japanese Power Companies, because the reaction made
by Japanese Power Companies are quite reverse to AC-Fuji
Group marketing.

We have frequently explained to you the particular situ-
ation in Japanese market and we believe that you have
understood it.

2. Japanese power authorities have established their policies
to procure those foreign origin products, if they decide
to purchase them, through Japanese reliable manufacturers
who have technical collaboration with those foreign manu-
facturers of such equipment to be purchased from outside
Japan. This policy was established though their past
experiences with foreign manufacturers including yourself.

This policy was established not only for Hydro-Power
station but for Nuclear power as well as Steam power and
therefore they all the time purchase GE, WH or KWU machines
through Hitachi, Toshiba, Mitsubishi or Fuji.

Furthermore, they have following three reasons in procure-
ments of machines. of foreign manufacture through Japanese
reliable manufacturers.
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EXHIBIT 5( IFUJI ELECTRIC Page 2

- 2 -

1) Various requirements made by Japanese Authorities
are sometime far from the understanding of foreign
manufacturers, but even such cases, Japanese
reliable manufacturers are possible to understand
the requirements and to persuade the foreign
manufacturers to accept such modifications cr
requirements, or if the procedure does not work well,
the Japanese manufacturer would modify the equipment
by themselves under their full responsibility.

2) They wish to receive rapid technical service, at any
time, by a telephone call only.

3) In every respects of technical communication they
have strong intension to achieve it by Japanese
language.
This means that, even though they decide to import
some equipment, they wish to purchase it through
Japanese reliable manufacturers who has technical
know how on the equipment to avoide any possible
misunderstanding or any inconvenience.

3. We have no intension to block you from Japanese market,
but we have intension and are performing the efforts to
sell our pump-turbines manufactured under your license
and/or your own pump-turbines. In other words, if we
are successful to sell your pump-turbines to Japanese
Power Authorities, it means that they accept AC-technics
and we would be better position to sell our machines
to those clients.

The action taken by you of this time has given such
impression to the Japanese Power Authorities that -he
relationship between AC and Fuji is not close enough
and Fuji is not Authorized to use AC technics. They
also got such impression that, even if they order pump-
turbines to Fuji, they are afraid of various difficulties
which might be produced by the unreliable relationship
between AC and Fuji.
Thus, we are facing various noise and difficulties now
and we are afraid of such opinions in the client interior
would allow the Hitachi and Toshiba to take better
position in the particular transactions.
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(X) FUJI ELECTRIC EXHIBIT 5
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4. In the meantime, for conventional water turbines, we are
not in a position to mate any comment to your actions
taken by you since we have no technical tie up with you.
However, if you would make any marketing of conventional
turbines' please make clear statement to the clients that
you have no relation with Fuji in the field of the conven-
tional turbines.

As a conclusion of this letter, we would like to mention
that we are performing our every efforts to sell AC-
technics in Japan in either style of AC-own turbines or
Fuji turbines under license of AC.

Would you please be patient enough so that we would be possible
to enjoy our achievement in Japan in the field of pump turbines.

Taking this opportunity, we inform you the present situation
in Japan for the field of p,,np-storage as follows.
Basing on our achievement in the Chongpyong Project, we are
performing far stronger marketing in Japan and results sound
much better now. At this moment we are concentrating into
Takami (2 x 116MW 125M) for Hokkaido Electric Power and
Tokuyama (2 x 230MW, 145m) of EPDC. Those new pump-storages
are planned to be placed order in around 1979.

Yours faithfully,
FUJI ELECTRIC CO. , LTD.

M. Tomimura, Manager
for Hydro Power Plant
Engineering Div.
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EXIoIBI!T 5$ . ;,
Page 4 " ,

Town mar. ou* *So. T.rot@,v 3y V1 i> 1.

Hr. J.F. Mayers c
Manaer of M1arketing / &-.

Allis Chalmers
Box 712
Yor, Pennsylvani, 17405
U.S.A.

Dear Sir,

We thank you for your letter of May 31, 1977.

In our letter of February 4, 1977, we advised you that
Allis-Chalmers' way to make the direct contact to the
Japanese utilities would cause an adverse effect. You
however answed us by your letter of Iurch 8 and 31,
1977 again coniming .your intention to keep the direct
contact with them.

-In fact, we have nradays been'infdsmed by'i soi' utiLfy
companies to whose presidents you are stili writing that
they wonder what the Allis-Ch -lmar' real intention is, as
expressed by the repeated contacts to their presidents..
It seem to us obvious that the utilities are now feeHlng
ratherr unpleasant to' receive such letters from you so often.
We are very afraid of the Japanese utilities to whom you
have written so persistently, to have a feeling unfavo-able

to Alls-Chalmers.

As already notified you by our letter of Februar' 4, 1977,
the Japanese utilities have no intention at all to directly
import fiom abroad pump-turnines or conventional hydraulic
turbines. We can assure you of this definitely, sinco we
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are 11ll versed to their buying behaviors, and that is why

they have not replied to you to date. It is quite meaning-

less and we must avoid that your marketing efforts trn

out to give an unpleasant feelings to the utilities.

In this respect, as a matter of course, we have no natention

at all to dissuadle:you from marketing your prcducts in Japan.

Your thoughtful consideration on this matter would be highly

appreciated to maintai4 our joint reputation in Japan as

excellent as ever.

Yours faithfuLly,
FUJI ELECTRIC CO., LTD.

M. Toinumra
Manager, Hvdro-electric
Power Plant'Div.



49

EXHIBIT 6

A ALS-CHALME Page I
eOX 7I * VORK PMMS4YLVAIA 114J /717 7124411

rN PLANrr
WVD@TUIOIN DIIIVN

March 30, 1978

Mr. Yotaro Iida, Director
Vice General Manager Power Systems Headquartere
Mitsubishi Heavy Industries, Ltd.
5-1 Marunouchi 2-Chome Chiyoda-Ku
Tokyo 100 Japan

Dear Mr. lids:

The time you made available to me Monday morning, March 12, 1978 at the
United States Department of Commerce Offices to discuss Allis-Chalmers'
interest in marketing hydraulic and pump turbines in Japan with you, was
very much appreciated. In order to assure that there was no misunderstanding
relative to our discussion I would like to sumearize and confirm the
conclusions reached. As stated by Mr. Sumiya, representing your delegation,
Japan's future requirements in the hydroelectric generation field will
be almost exclusively for high head pump turbines. He stated in addition,
that it is the intent of the Japanese Electric Power Generation Organizations,
including EPDC, to have all current and future hydraulic turbine and
pump/turbine equipment requiremente supplied by Japanese manufacturers
exclusively. Interest in joint venture export possibilities to other
nations by Japanese manufacturers and by Allis-Chalomrs was expressed by
the parties.

If I have misunderstood our discussion in any way or omitted any significant
point, I vould appreciate your advising me. Thank you for your interest
and courtesy.

Sincerele yours,

R. Thoresen
Manager, Marketing Services

RT/jcm

cc: Mr. David S. Climer, United Sr.ates Dept. of Comerce
Mr. Fred Z. Crosley, Jr., United States Dept. of Comaerce
Ms. Janice Philbrick, United States Dept. of Comerce
Ms. Janet C. Thomas, United States Dept. of Commerce
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WXHIBIT 6
Page 2

ZDEHTICAL LETZRZS TO;

Mr. Totaro Iida, Director
Vice General anager Power Systmu Headquarter
Mitsubishi Heavy Industries, Ltd.
5-1 Marunouchi 2-Chon Chiyoda-Ku
Tokyo 100 Japan

Mr. Ryokichi Ohiwa, Deputy Msanger
Nuclear Power Division
The Federation of Electric Power Campnies
Keidanren Bldg.
No. 9-4 1-Choe, Ohtmechi
Chiyoda-Ku Tokyo, Japan

Mr. Tutaka Suaiy,. Deputy Manager
Nuclear Pover Construction Department
The Tokyo Electric Power Co., Inc.
No. 1-3 1-Choe, Uchisivwai-Cho
Chiyods, Tokyo, Japan 100

Mr. Shiroo rKawad, Board Director
General Manager. Materials Departent
Hitachi, Ltd.
Nev marunouchi Bldg.
No. 5-1. l-Choe, Marunouchi
Chiyoda-Ku, Tokyo 100 Japan

Hr. Jun Kobay7shi, Chief Engineer of
Heavy Apparatus Group
Tokyo Shibaura Electric Co., Ltd.
13-12, Mita 3-Choma, Ninato-Ku
Tokyo 108, Japan

Mr. Hirofui KIavno, Deputy Director
Electronics Policy Division
Machinery & Information Idustriee Bureau
Ministry of International Trade & lndustry
3 Kaomigaseki l-Cho
Chiyoda-Kn, Tokyo. Japan
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EXHIBIT 7

ALLIS-CHAJ.ERS HYDRO-TURBINE DIVISION

UNITED STATES

ELECTRICAL GENERATION BY SOURCE *

Fossil

Nuclear

Hydro

Total

INSTALLED
CAPACITY 6
(MW x 10 )

438.9

49.8

68. 3

557.0

78.8

8.9

12.3

100

ENERGY
PRODUCTIOt
(KWH X 10 )

1,652.8

250.9

220.4

2,124.1

77.8

11.8

10.4**

100

** Because of Drought Conditions during 1976 and 1977,
hydro-electric output declined significantly

* Reference: U.S. Department of Energy
Energy Data Reports, June 1978
Data as of December 31, 1977

2-2-78
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AALUS-CHALMERS

DAVI D C. SCOTT
GNkinMw or (f oi.0[

,.0 C, ·ufe-,9cM O.,.ve April 23, 1979

Mr. Frank A. Well
Assistant Secretary for Industry and Trade
U.S. Departmnt of Commerce
Washlngton. D. C. 20230

Dear Frank:

Subject: Japanese Non-tariff Trade Barriers

Your concern with international trade and its impact on United
States industry leads me to follow up on a suggestion made to
me by Ambassador Henry Owen relative to the U.S.-Japanese
Trade Facilitation Committee.

The continuing trade problem which exists with foreign supplier
nations of hydraulic turbine equipment, particularly Japan, was
defined in our "Statement of Allis-Chalmers Corporation, Hydro-
Turbine Division, Concerning the Federal Government's Buy
American Policy and Regulations" of which I understand the
Trade Facilitation Committee has several copies. The situation
defined in that statement is confirmed and updated by our
enclosed February 5, 1979 paper on the subject.

Because this situation continues to exist for hydraulic turbine
equipment with no prospect of any Lnange by the Japanese at
their own initiative, 1 is requested that the Trade Facilitation
Committee take action as necessary to obtain free access to
Japanese markets (access equal to that enjoyed by Japanese
suppliers in U.S. markets). It is strongly requested that this
effort not be limited to Just the Electric Power Delvelopment Co.,
Ltd., in which the Japanese government has a degree of owner-
st;p, but the pr ivatcly owned e!'ctric utilltioes ,as well, since
J.,,,,:,::C.; :hy-'i: ' e.,aii c-:t )- .:, clearly

11 * -. rl: ':;+e,
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Mr. Frank A. Well
April 23, 1979
Pagq Two

Because the existing situation in Japan is a flagrant violation of
free trade and has existed for an extended period of time and
because the well entrenched reluctance to change has been well
documented, the required evidence that there has been a change,
i.e., that the JapAnese have opened their markets, must be sub-
stantial and must be concrete. It should be made clear that the
evidence must consist of significant contracts to American firms
from both the government and the private sectors. Anything less,
under the circumstances, would have to be construed as nothing
more than continued delaying tactics on the part of the Japanese
government. If such an agreement cannot be reached with the
Japanese government, it is suggested that reciprocal action to
close the hydraulic turbine market in this country must be taken.

Your implementation of this matter with the Japanese government
will be very much appreciated.

Sincerely,

Enclosure
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Senator HIrNz. That concludes my testimony.
I would be pleased to answer any questions you might have.
Senator CIIL.FS. Thank you.
You have introduced legislation that includes the proposed imple-

menting provisions of the Subsidy Code.
As I understand it, your bill would regularize our trade investiga-

tion procedures and msure full and aggressive U.S. investigation of
unfair trade practices.

What are your thoughts on the 301 provisions in the Procurement
Code? Do you have any suggestions for improving the procedure for
bringing domestic complaints before the international forum pro-
posed in section 301?

Senator HEINZ. Mr. Chairman, I haven't given a great deal of study
to section 301.

It is a new system. It is an important improvement over what we
have had before. It will put additional burdens and obligations on the
GATT, which will be entirely new-you might even say "foreign"-
with respect to what has gone on before.

And for that reason, while I do not quarrel with what is in section
301, I think we would be well advised to try to make sure that as many
people as possible understand that if they don't live up to the principles
in the Proculement Code, and if they don't play the game according
to the rules, they will be subject, in' fact, to some fairly substantial
penalties. Namely: They will be banished to the outer darkness, where
they will find themselves competing against American firms, who will
be given a preference in their prices based on the economic principles
I described.

I think an ounce of prevention is worth a pound of cure. And for
that reason, probably, the strongest step we can take in terms of en-
forcement is to get up front very clearly what we intend to do to people
who simply don't live up to this agreement.

Then, I think you, Mr. Chairman, will achieve your desires on en-
forcement, because. as we found out in our other trade laws. whether
it be dumping or countervailing duties, those laws are only as good as
they are credible. They are only as secure as the penalties.

Senator Ciire.is. I think that is exactly right.
That is the great concern that most of us in the Congress feel when

we look back at the past provisions of GATT. The absence of any
strong determination with which our Goverllment dealt with clear
violations of GATT certainly concerns us as we see what appears to
be the new Procurement Code, which could he very fair and very
beneficial.

We are opening up our markets. But. at the same time, our neighbors
are opening ulp their markets to competition.

Senator HrEIz. On section 301. one of the thins we are doing in
the Finance Committee is, we are trying to provide some parallel pro-
e(ldures involving a Presidential determination at the appropriate time

that would insure that, the committee of signatories doesn't let the
matter drag past what is supposed to be a 6-month termination period.
Should the committee of signatories allow that to slide, we will go
ahead and make our determinations and findings.

Weo haven't quite decided whether they will be done by STR or the
International Trade Commission. But theyv would eventually go to
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the President. And the President would be required to make a
determination.

And that puts the pressure on the GATT to live up to their
timetable.

Senator Cmn ,Es. In that context, I know you support legislation to
create a Department of International Trade.

Would you comment as to how you think such a high-level or
Cabinet-level Department would affect the Procurement Code in par-
ticular and some of these enforcement provisions?

Senator HEINZ. I think it would be very beneficial, Mr. Chairman.
As you know, there is a fragmentation of responsibilities between

STR, the USITC, and Treasury Department. And we need one
voice that can speak for us in international trade and do so without
being diverted, as I think sometimes the Treasury Department must
be by the other treasury ministry as to some of the concerns they have
about stabilizing the dollar.

Sometimes I fear the Treasury gets sidetracked. It comes to a ques-
tion of whether our so-called geopolitical or diplomatic interests or
some of these larger interests are going to get highest priority over
our own economic interests. as manifested in these trade statutes that
we are talking about. Somehow, the larger, the bigger and, somehow,
more intangible aspects of geopolitical and diplomatic issues seem to
take precedence. And the American businessman and the American
taxpayer seem to get the short end of the stick.

I think a Department of International Trade and Investment would
go a long way toward giving a stronger voice to both the American
business community and to the taxpayers.

Senator CmRLES. We thank you very much for your thoughtful
statement and for your appearance before the committee.

Senator HEr.z. Thank you, Mr. Chairman.
I appreciate the chance to be here. And it is good to be appearing

before vou.
I enjoyed very much serving with you on the Federal Spending

Practices Subcommittee. And I compliment you on your work in
chairing these hearings.

Senator CIImLrs. Thank you very much.
We certainly enjoyed your being the ranking member on our

subcommittee.
One of the most important provisions of the Trade Act calls for

the President to consult with members of the private sector.
Our next panel is madIe upl) of businessmeln who have been follow-

ing the progress of the negotiations and have taken a special interest
in the Procurement Code.

Norborne Berkeley was the chairman of the Procurement Subconw-
mittee of the President's Advisory Committee on Trade Negotiation,;.
And Mr. Berkelev is president of the Chemical Bank of New York.

The other members of our panel are representatives of the industry
sector's advisory committees. They all represent industries who have
taken a special interest in the Procurement Code.

Jonathan Lasley is the chairman of the Industry Sector Advisory
Committee on Telecommunication and 'Non-Consumer Electronics.

Oliver Smoot is the chairman of the Industry Sector Advisory Coni-
mittee on Office and Computing Equipment.
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Bernard Falk chairs the Industry Sector Advisory Committee on
Electrical Machinery, Power Boilers. Nuclear Reactors, and Engines
and Turbines.

Bruce Davis is the assistant vice president of public affairs of Beth-
lehem Steel Corp.

We are delighted to have you here today.
If you will come up to the witness table, we will be glad to receive

your testimony.
Mfr. Berkeley, we will ailow you to lead off.

TESTIMONY OF NORBORNE BERKETLEY, JR., PRESIDENT, CHEMICAL
BANK OF NEW YORK, AND CHAIRMAN, PROCUREMENT SUBCOM-
MITTEE, ADVISORY COMMITTEE FOR TRADE NEGOTIATIONS;
JONATHAN HOWARD LASLEY, INTERNATIONAL REPRESENTA.
TIVE, COLLINS RADIO CO., AND CHAIRMAN, TIDUSTRY SECTOR
ADVISORY COMMITTEE, COMMITTEE ON COMIJUNICATION EQUIP.
MENT AND NONCONSUMER ELECTRONIC EQUIPMENT; OLIVER
R. SMOOT, JR., REPRESENTATIVE, COMPUTER & BUSINESS EQUIP-
MEINT MANUFACTURERS ASSOCIATION, AND CHAIRMAN, INDUS-
TRY SECTOR ADVISORY COMMITTEE ON OFFICE AND COMPUTING
EQUIPMENT; BERNARD H. FALK, PRESIDENT, NATIONAL
ELECTRICAL MANUFACTURERS ASSOCIATION, AND CHAIRMAN,
INDUSTRY SECTOR ADVISORY COMMITTEE ON ELECTRICAL
MACHINERY, POWER BOILERS, NUCLEAR REACTORS, AND EN-
GINES AND TURBINES; AND BRUCE E. DAVIS, ASSISTANT VICE
PRESIDENT OF PUBLIC AFFAIRS, BETHLEHEM STEEL CORP.

Senator CUITLEs. We apologize for the fact that we are running a
little later than we thought we would.

As you know. we have been hearing Ambassador Strauss. And we
(didn't get through as quickly as we expected.

Mr. BERKEIFy. Thank vou verV much. Mr. Chairman.
Senator C(ILEs. I might say, in the interest of time, the complete

statements will be put in the record.
If there is anv way you can abbreviate those statements, we will

have time to ask ;ou questions.
·Mr. BERKELEY. I have submitted a written statement to the com-

mittee members.
Senator CIILFS. Your statement will be printed in the record at the

end of vour testimony.
Mr. BERKELEY. It would seem more appropriate, I think, for me to-

perhaps to underline a few of the highlights that I tried to make in
that written statement, which was made available to all the members.

I do appreciate this opportunity to testify before the commit-
tee-and particularly in support of the agreement on Government
procurement.

I might just emphasize this point:
You mentioned that I had been on the President's Advisory Commit-

tee for Trade Negotiations. which I have had the pleasure of partici-
pating in for the past 31,2 years. And. also, as you noted, in my pro-
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fessional life I am a New York banker. I have also had a tremendous
interest in and involvement in international trade.

Having reviewed the progress of the negotiations for several years,
I am convinced that the agreements represent a major step toward
enhancing the free flow of trade among nations. And this a package
that I, for one, think will be extremely beneficial to the United States.

And I think I can speak very fairly for many other members of my
committee in complimenting Ambassador Strauss and his wonderful
staff, who did the superb job that we feel they have done.

Among the most significant of the results are the concrete steps
negotiated to reduce the nontariff barriers to trade and, of course, the
tariff barriers themselves.

The principal one among the agreements is the one on Government
procurement.

And I must point out here that if this agreement is supported by
the Congress through its procurement transparency and implementa-
tion procedures and structure. it will have eliminated. in my judgment,
in one stroke a century of U.S. exclusion from this very huge and im-
portant foreign market. I do believe the price is modest,. indeed.
Today most governments discriminate at will against foreign suppliers
in their purchasing practices.

The Government Procuremnent Agreement aims to change this prac-
tice for. as I believe has been pointed out previously. perhaps in excess
of $20 billion in markets for U.S. exports. The agreement outlines the
new code of behavior, with procedures set forth to help assure that par-
ticipants, in fact, live by the rules.

In my judgment, the code produced by these negotiations represents
about as good a set of rules as could be put on a piece of paper at this
time.

I think it repreients an opening wedge, and perhaps only an opening
wedge, in the markets that have been closed to UT.S. suppliers. The only
serious issue that I think remains is to make sure that we have adequate
followup procedures so that the potential gains implicit in the agree-
ment can and will in fact be realized.

I might just make a few general points to underline this.
It is the secrecy and closed administrative systems surrounding Gov-

ernment procurement in most foreign countries that enables those
countries to discriminate against United States and other outside firms
seeking to supply the needed goods.

The agreement on Government procurement aims to bring these pro-
cedures much more out into the open to make them more transparent.
Each country that is a signatory to the agreement has identified specific
entities within its own governmental structure which henceforth will
follow a prescribed open procurement policy.

Establishing this framework of openness and transparencY in Gov-
ernment procurement systems is clearlv an essential first step helping
U.S. suppliers to gain access to presently closed markets.

An equally important secondarv step t)rovided in the proposed
agreement is a set of detailed and hopefully effective procedures for
handling disrputs if thev arise.

I have detailed these procedures in my written statement. and T think
it might not serve any particular purllpose to (lo that here at this
moment.
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It is important to recognize that the dispute procedure goes well
beyond ether procedures presently found in the GATT. Specific power
to suspend the agreement, thereby cutting off one's own procurement
contracts from suppliers from any country that fails to live up to its
obligations, is, in my judgment, extremely strong leverage.

One other point should be noted. In addition to providing for trans-
parency on a case-by-case basis with individual contracts the agree-
ment also requires that signatories provide statistics annuaily concern-
ing the application of the agreement.

These statistics will allow us here in the United States to monitor
overall administration and adherence to the agreement country by
country.

For the first time, we should have reliable worldwide figures o -
curement from which we can make meaningful comparisons t,
hopefully, will be helpful.

Operationally, there is very little that will have to be changed in
U.S. procurement procedures to conform to the agreement. We already
have an open procurement system to a very substantial extent. Protec-
tions and preferences we give to domestic producers are upfront and in
the form of percentage set-asides. Only those countries which open
their own procurement will benefit from similarly open procurement
here.

Well, I don't mean to imply that our negotiators were always suc-
cessful in achieving the degree of access to procurement of particular
countries that we desired. But they achieved much and responded well
to any foreign resistance. If a foreign government refused in negotia-
tions to include some of its procuring entities under the agreement, we
immediately withdrew from the agreement entities of our own Govern-
ment involved in similar products. Thus. the United States did not
include under the agreement Army Corps of Engineers, Department
of Energy, Department of Transportation, TVA, Bureau of Reclama-
tion, and three parts of the General Services Administration.

In addition, national security items and other essential products
purchased by the Department of Defense will not be covered by the
agreement.

Also of major importance, in my judgment, the United States has
excluded from its coverage '7. S. programs for minority and small
business set-asides. Through these deletions, the United States has
presented coverage which balances that offered by the major developed
countries.

In my opinion, these actions have produced an excellent beginning
to the difficult task of opening a market that was formerly completely
closed to us.

The size of this potential market is not only large, hut also a diverse
one. Access to it will be of considerable benefit to a wide range of UI.S.
industries. At the same time, I think the indlllstry preserves necessary
safeguards for our own needs.

I have been assured the United States will continue to apply its
preferences to areas not covered by the code and will refuse to accept
bids fromn suppliers whose governments do not adhere to the code
within 2 years.

Moreover, since the agreement only applies to contracts which have
a value of roughly $190,000 or more, our own procurement policies can
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continue to meet national commitments to small and minority-owned
businesses.

We must all bear in mind that this is just a first step, in cssence a
trial. The agreement provides that in 3 years, the partie, te it will
meet to broaden its coverage. At that time, we will have tuie oppor-
tunity to further increase the export opportunities for U.S. industries.

I ao urge the committee to give favorable consideration to this
agreement. With our balance of payments deficit and attendant eco-
nomic problems, opportunities for this sort of progress must not be
overlooked.

Thank you very much.
Senator CHILEs. Thank you very much.
[The prepared statement of Mr. Berkeley follows :
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STATEMENT OF NORBORNE BERKELEY, JR., PRESIDENT, CHEMICAL BANK, NEW YORK

CITY AND CHAIRMAN OF THE SUBCOMMITTEE ON GOVERNMENT PROCUREMENT OF THE

ADVISORY COMMITTEE FOR TRADE NEGOTIATIONS

Chairman Chiles and members of the Committee. I appreciate

this opportunity to testify before your Committee today in support

of the MTN and particularly in support of the Agreement on Govern-

ment Procurement.

Let me begin with a word about m-. background in this area.

I have been associated with the MTN negotiations for the past

three and a half years as a member of thne President's Advisory

Committee for Trade Negotiations (ACTN). Further, I have a direct

professional interest in the results of the T:k.c Rcund negotiations

because my oank finances foreign transactiors cf United States firms,

incluciny those who do and who wll export increasingly to foreign

government customers as a result of this agreement.

Having reviewed the progress o- these negotiations for several

years, : am convinced that the agreements represent a major step

toward enhancing the free flow of trade among nations. This is a

package which i think will se ocod for the Unoied States. Much of

the credit belnngs to our President who has made fairer trade a

high priority and to Ambassador Strauss and his staff wno have done

such a splendid job of negotiating the package.

Among the most significant of the results are the concrete

steps negotiated to reduce the non-tariff barriers to trade -- in

most cases for the first time in modern history. The agreements

on non-tariff measures represent a major effort to begin



61

dismantling those less evident barriers which have significantly

restricted the flow of trade. Principal among these agreements

is the one on government procurement.

The Government Procurement Agreement aims to open up for U.S.

exporters a huge market which is now virtually closed to foreign

competition. Today, most governments discriminate at will against

foreign suppliers in their purchasing practices. If implemented

properly, the Government Procurement Agreement will change this

practice for upward, of S20 billion in markets for U.S. exporters.

I want to emphasize that the nature of this agreement on

government procurement is rather different from typical trade

agreements of the past. This is not like a c-ut in tariffs, where

the gains are in a sense fully defined by the Agreement itself.

Rather, in the case of government procurement, the agreement is

on a new code of behavior with procedures set forth to help assure

that participants in fa-t live by the rules.

In my judgment, the code produced by these negotiations

represents about as good a set of rules as -ould be put on a piece

of paper at this time. I think It does represent an cpening wedge

into markets that have been closed to U.S. suppliers. The only

serious issue that I think remains is to make sure that we have

adequate follow-up procedures so that the potential. gains impl.cit

in the agreement can and will in fact be realized.

I do not want to go through the whole Agreement in detail.

But a few general points I think are in order.
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As I am sure most of -ou know, it Is the secrecy and closed

administra:ive systems surrounding government procurement in

most foreign countries tnac enables those governments to

discriminate against U.S. and other outside firms seeking to

supply the needed goods. u.S. businesses often simply do not

know wten a purchase is going to be made. Proposed purchases

are not advertised and outside suppliers are not asked to bid.

Even if a foreign supplier learns about a proposed contract, its

_id can be -- and often is -- autcmatrcally relected.

The Agreement on Government Procurement a:ms to bring these

procedures much more out into the cpen -- to make them more

transparer.. .ach ccuntry t-at is a s£{natory to tne Agreement

has identifled specific entities wt,_nin its own governmental

structure which henceforth w_,l be ccmr-t--ed ts f:io wling the

prescribed open procurement policies.

Specificalli, for entit.es coveree by -n:e Agreermen- :nere

are _etai:ed requirements for t-e ?u.i-iation of nctices of

prooosed urzchases, for what materal .-ust _e .n =hose n-c;_es, and

for following specific procedures =c ensure tnat foreign supciiers

are treated the same as domestic suppliers. Then, once a con=ract

has been awarded, all suppliers which submitted a bid must be

infcrmed tnat an award nas been made. Unsuccessf_: bi-ders must

also be gi;en exp anations of why their _z-s d4d not scceed and

the nan:e cf h-e win.ing Dbider. 'nly in rare i.stances :an

the amount of the winning awsard be withheld fr-m 'sin.-gc idders.
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But under such circumstances, that amount must be provided

immediately to a.A government representing an unsuccessful bidder.

Establishing this framework of openness and transparency in

government procuc:ueunt systems is clearly the essential first

step in helping U.S. suppliers to gain access to presently closed

markets. An equally necessary second step, which is also provided

in this Agreement, is a set of detailed -- and hopefully effective

-- procedures for handling disputes if they arise.

It is hoped and anticipated that the transparency procedures

themselves will permit most disputes to be resolved satisfactorily

by direct contact between suppliers and the procuring entities.

If this is not successful, however, parties to a dispute are guar-

anteed the right to appeal to the committee of signatories and to

have the case heard by a panel within three months, with the canel

then required to deliver its findings normally withln four months.

If the panel supports the claim of discrimination from a U.S.

supplier but the foreign proc:uring entity still refuses to hcncr

the settlement terms, then the U.S. could be authorized to suspend

in whole or in part the application of the Agreement to suppliers

from that foreign country.

It is important to recognize that this dispute procedure goes

well beyond other procedures presently found tn the GATT. The

specific power to suspend the Agreement -- and thereby cut off one's

own procurement contracts from suppliers from any country that fails

to live up to its obligations -- is the kind of targeted response

that in my judgment provides effective leverage for this country.



64

One other point should be noted. In addition to providing

for transparency on a case by case basis with individual contracts,

the agreement also requires that signatories provide statistics

annually concerning the application of the Agreement. These

statistics will allow us here in the U.S. to monitor overall

adminstration of and adherence to the Agreement country by country.

For the first time, we should have reliable world-wide figures

on procurement from which we can make meaningful comparisons that

hopefully will be helpful in opening markets even further.

As I indicated earlier, what I have been describing and what

has been agreed to is simply a code of behavior. Whether it in

fact fulfills its potential depends importantly on how firmly the

rules are adhered to and enforced. Here too i am basically

optimistic,based oh the firmness that the U.S. negotiating team

has already shown in the process of reaching agreement.

Operationally, there is very little that will have to be

changed in U.S. procurement procedures to conform to the Agreement

we already have an open procurement system. The protections and

preferences we qive to domestic producers are up front in the form

of percentage preferences.

From our point of view, then, the practical aim of the agree-

ment was to get foreign procurement systems toc ooen up in similar

fashion. To achieve this, the Agreement was carefully limited in

its applications, so that only those countries which open their

own procurement will benefit from similarly open procurement here.
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I do not mean to imply that our negotiators were always

fully successful in achieving the degree of access to the pro-

curement of particular countr.es that we desired. This is a

two-way negotiation and you never get all that you want.

Several industrial sectors in which U.S. suppliers have a strong

interest were not included in the list of procuring entities to

be opened in some of our maj],r trading partners. I will leave it

to my colleague here on the panel to go into some of these specf.ics.

But the point I want to make is how the U.S. negotiators

responded to these situations. First, when a foreign government

refused to include some of its procuring entities under the Agree-

mer.t, we immediately withdrew from the Agreement entities of our

government involved in the procurement of similar products. Thus,

the U.S. did not include under coverage of the Agreemen: the Army

Corps of Engineers, the Department of Energy, TVA, the Department

of Transportation, the Bureau of Reciamation, and r-tee parts of

the General Services Adminstration. In addition, national security

items and other sensi:tva products purchased by the Department of

Defense will not be covered by the Agreement. Also, of major

importance, the U.S. has excluded from its coverage U.S. programs

for minority and small business set-asides. Through these

deletions, the U.S. has presented coverage which balances that

offered by the major developed countries.

The second type of response involved specific negotiatior.ns

with the Japanese, which as you know have been receiving consider-

able publicity. In this situation, even after all the individual

withdrawals, I am told that the U.S. negotiators decided that the
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coverage offered by Japan was insufficent to match that of the U.S.

Accordingly, it was decided that unless Japan considerably improves

its offer on both a qualitative and quantitative basis, the U.S.

will not agree to apply the Agreement to Japan. Hopefully, new

movement is now occurring in this area.

In my opinion, these actions have produced an excellent

beginning to the difficult task of opening a market that formerly

was completely closed to U.S. firms. The size of this potential

market is very large. Even with the limits still in place, a

market of over $20 billion that is now completely closed to U.S.

exporters will be opened by the Agreement. It is also a diverse

market, and access to it will be of considerable benefit to a

wide range of U.S. industries.

At the same time, I think the Agreement preserves necessary

safeguards for our own needs. I have been assured that the U.S.

will continue to apply its Buy American preferences to areas not

covered by the code and will refuse to accept bids from suppliers

whose governments do rpt adhere to the code wlthin two years. More-

over, since the Agreement only applies to contracts which have a

value of 150,000 Special Drawing Rights (SDRs) -- equivalent to

roughly $190,000 -- or more, our own procurement policies can

continue to meet our national commitmen:s to small and minority-

owned businesses.

We must all bear in mind that, as Ambassador Strauss has

pointed out, this is a first step, in essence a trial. The

Agreement provides that in three years the parties to it wili
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meet to broaden Its coverage. At that time, we will have the

opportunity to further increase the export opportunites for

U.S. industry, or if it has not proved useful, to notify or

withdraw from the Agreement.

I want to conclude by urging this Cormmittee to give favor-

able considerations to this Agreement. I believe it does represent

a well drafted text which lays a solid foundation toward opening

a closed procurement system abroad. It represents the key toward

opening for the first time signif cant new opportunities for

American business. At the same time, for those industries where

we did not get a more open market, we gavt ncthing since we did

not open our own market. With cur balance :f =pavents deficit

and attendant economic problems, opportunities for this sort of

progress must not be overlooked.
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Senator CHani. Mr. Lasley.
Mr. LASLEY. Contrary to the notice, I am chairman of ISAC-22,

but I have recently retired from Rockwell and no longer claim direct
connection. Presently, I am an export marketing consultant.

ISAC-22, as an advisory body to the STR, represents the Telecom-
munications and Nonconsumer Electronics Industries of the United
States.

These industries manufacture and sell component parts, equipment,
and systems for communications, aerospace, governmental, industrial,
and other nonconsumer end-uses.

These industries represent big and small business. Some are spe-
cialized firms with a single product line, selling to domestic customers;
their primary concern in international trade is import penetration.
Other members are medium-sized companies with broader product
lines, selling here and abroad. From the trade negotiations, their ex-
pectation is marked lowering of the barriers which other nations have
erected and maintained against our electronics exports.

Also represented are L.S.-based multinational corporations with
plants here and abroad, with highly diversified product lines extend-
ing beyond electronics into the sectors of business machines, instru-
mentation, aerospace, electrical equipment, nonelectrical machinery,
chemicals, and plastics. They also look forward to a better interna-
tional trading system, one in which the major trading nations are
accorded "equivalent competitive access" into each other's marketplace.

The 1978 U.S. factory sales of electronic producers were over $55
billion. Nearly 25 percent, $13.3 billion, was exported to customers
outside of the United States of America. Almost 10 percent of all U.S.
exports were in electronic products, as such. If the electronic content in
capital equipment such as airl)lanes--il which avionics account for
20 percent of the cost--or automated machine tools were to be included,
these figures would be significantly higher.

Electronic manufacturing directly employes 1.3o5 million Americans.
Of those jobs, at least 260,000 are tied to exports.

At the same time, imports of electronic products reached $10.7 bil-
lion. It is evident that some of our industries are facing major com-
petition from foreign sources. The U.S. electronic industries are at
the center of increasing international competition.

Some of our products give high performance for reasonal)le prices
and are among this economy's most exportable. Other product lines-
namely, TV, CB radios, and similar component paitt--halve become
"import sensitive". Nevertheless. inl the balance of U.S. trade, the
electronic industries generate mere exports than imports. There is a
$2.6 billion electronics trade surplus.

One would expect that both the relative size and importance of
overall U.S. international trade as p'nt of oh! national economy and
the enormity of our trade deficits would include a systematic and
continuing attention on the part of the TU.is. Government. The op-
posite, however, has been the case. 7Whiie our present and continuing
needs in trade policy and its implementation are consistency and
activism, the fact has been one of fragmentation and contrndictiion in
policy formulation and the conduct of administrative responsibilities.

These deficiencies on the part, of the Government have been at least.
as great a cause of this Nation's trade problems andl difficulties as the
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imperfect macroeconomic and microeconomic factors which conven-
tional analysis so often adiuces as the reasons for our troubles.

We see the MTN codes, i:lcluding Governlent proculremenlt, as
affording a major opportunity for the United States to work itself
out of those economic problems that are trade induced. To be sure,
none of those codes is self-executing or self-administering.

It is also apparent that, being the result of give-and-take bargain-
ing, they will not provide perfection on earth. Yet, they begin to
provide for international rules governing trade and their enforcement
where neither has existed heretofore.

In other provisions, they improve considerably upon the present
international body of law and good practice which has not been able
to cope with trade imbalance and unfairness.

In addition to their possibilities for specificity in application, what
we find noteworthy in the sweep of the codes is their interrelationship.
Thus, for example, what may not be reachable as unfairness under
the Government Procurement Code might well be pursued as partial
remedy under tile Subsidies (Code. Aga;n, tile (lisciplines imiiposed by
the Code on Import Licensing suggest that the regularized procedures
of the Safeguards Code might be put to growing international usage.

Furthermore, we note the many areas of commonality that charac-
terize all the codes as well as the framework agreements: In consulta-
tion, conciliation, and dispute settlement mechanisms; in reporting
requirements; in unspecific but nonetheless variable preferential treat-
ment of the developin- countries; in national options for the granting
of conditional most-favored nation treatment; and so forth.

In summary, ISAC-22 supports the concepts and franlework of the
Government Procurement Code as it now stands. However, it is dis-
appointed by the limited entity coverage offered by other nations. It is
gratified and takes some credit for the recent change in TU.S. position
which now maintains Buy American for 1, 'ow-threshold-150,000
SDR-contracts.

In view of the evidence that other nations will not, in the fore-
seeable future, give access to their PTT and other telecommluications
markets, we believe that. the Congress might consider, byv resolution,
discouraging purchase of offshore equipment by U.S. Federal- and
State-reglllated telecommunications utilities, sihbject to opening of
other national markets reciprocally to U.S. suppliers.

This idea is not intended in nnv wav to supplant bilateral agree-
ments that may ba reached in the flutlure with any nation.

Specifically, the EEC has exempted the telecommunicnaions portion
of all of its Post and Telegraph Administrations-PTT's which own
and operate all the telephone systems--and Japan has exempted the
Nippon Telephone & Telegraph Co.

As you know, the negotiations on that came to a grinding halt
yesterday.

At present. these and their sullpliers are. hlv far. the principal poten-
tial markets for our p)ro(luets. Sweden and Switzerlanid are also offer-
ing PTT's but excel)t teleconiallnnieations.

To counter. or to balance. these reservations hv the EEC and Japan.
the United States has withdrawn fromI its offer coverage of the De-
partinent of Energy, the Department of Tlransl)ortation. the Corps of



70

Engineers. TVA, the Bureau of Reclamation, and GSA-the latter
for telecommunications only.

This brings the ITnited .'nates overall offer of coverage to about
$12.5 billion versus $10.5 billion for the EEC and $4 billion for .Japan
if anything ever comes from it.

DOD remains Buy American for national security related equlip-
ment, which is defined to include a considerable part of telecommiunica-
tions. However, the STR negotiators, the DOD itself and the Congress
must insure that, consistent with national security, DOD achieves a
balance for U.S. industry in what it gives away to foreignl suppliers
in MOU,'s-memoranda of understanding-such as that with the
Ulnited Kingdom o. other offset agreements, versus what U.S. indus-
I ry receives in return in otherwise unattainal)le business opportunities.

We believe that thile coe, designe(l to discourage discrimination
against suppliers at all stages of the procllrement process, accomplishes
its objectives by inclusicn (,f specific rules covering the drafting of
specification, advance pl.blicity of tenders, restrictions in the use of
single tendering, time allowed for bidding, supplier qualification, right
of all potential suppliers to bid, opening and evaluation of tenders,
awarding of contracts, requirements for ex-post facto information.
and plrocedulres for hearing and reviewing protests.

'riTE Ut'ITED ST\TES

We do not feel the agreement will require significant changes in
current U.S. procurement procedlures. The plrimnary effect will be elinl-
ination by those entities covered by the code of existing margins of
prefe rence cu bi(ls submitted fromi signatory countries. Suppliers fron
1no11sig latory colit ries will c ontinulle to) fa(ce (lollestic Inargins of plref-

erence. Mod(ification of tite varioius IuV Am\erican laws will ;I re-
quired. .Many sensitive pl'oducts covered by current legislation wvill b)e
excluded from co(le coverage.

FOREIGN

Significant changes in procllrement practices will ble require(l of all
foreign signatories to insurei transparency and nondiscrimilination.

We think that, given the iproper effort or their side p)luis (Govein-
nment support in other areas comparable to the received by their for-
eign competition, U.S. exporters in general could profit greatly from
the opening lip of presently hid(len foreigll government l)rocurcmenit
policies.

At least, the pro lose(1 code's coverage eonstitlltes what should be
a real beginning to the opening of government markets. It is significant
that no product exclusions are imade by covered entities. Sonie other
high technology industries al)l)arently will I)e inclllded b)y all signa-
tories, for example, (conil)uters-ex(cel)t Ja )n--)luil ness 111d office
machinery, and scientific and( measuring instruments.

This ISAC recognizes a legitimate concern on the part of all coun-
tries that they maintain a strong internal telecommunications design
and manufacturing capability. Therefore, we endorse, and strongly
support the exclusior! of departnlents, or ministries, as the case may
be, of defense telecommunications fronm tK- Government Procurement
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Code on the grounds of national security of the signatories to the
treaty, and recommend that all security-oriented systems, equipment,
and components be excluded from coverage of the code except upon the
basis of bilateral negotiation.

In summary, ISAC-22 believes that, from a negotiating standpoint,
the codes as codes-are for the most part praiseworthy and that much
is owed to the determination snd persistence of the U.S. negotiators.

Given these interrelationships and commonalities, ETA deplores
the seeming tendency in both the executive branch and Congress to
treat implementation of the codes as if each code were in isolation from
every other code. We urge the committee to resist this approach, for
it is our growing fear that such a development in legislation will con-
tinue to leave the United States with an incoherent trade policy and
inept trade administration.

Thus, the crux of our concerns over the MTN agreements is not the
codes themselves. It is, instead, how the United States chooses to im-
plement them. The basis for these concerns lies not only in the inade-
quacy of the present implementing proposals we have seen, but also
that as a country, we are in danger of repeating past errors--precisely
as we did after the Kennedy Round.

Then, the United States took as sufficient the work of the negotiators,
failing utterly to realize that liberalized trade conditions in an increas-
ingly competitive world would result in a rush to the improved inter-
national markets and their enlarged opportunities by export-conscious
governments and firms alike. The United States cut br -k its export
assistance programs while other countries expanded theirs.

Our one new program, the DISC, while certainly positive was so
structured and then amended that its effectiveness was blunted: The
DISC provisions were predicated for success on a substantial build up
of interest-free, tax-deferred resources, but this build up was un-
reasonably expected to occur during a period when other countries were
pre-empting market opportunities through the utilization of much
la.'ger subsidization, trade distortion and export incentive schemes.

Equally bad, by rejecting any genuine domestic implementation of
the GATT Antidumping Code, the United States paved the way to
major disruptions and preemptions of the domestic market by aggres-
sive foreign imports. 'lelevision sets provide a glaring example.
Though found to be dumped in 1971, the U.S. Treasury Department
proved itself incapable or unwilling to administer the V.S. statute be-
cause it ncglected to establish and collect an appropriate antidumping
dulty even as millions of dutmped TV sets entele(l the country. Adop-
tion in 1968 of pertinent parts of the GATT code would have made
this dispiriting process impossible.

In the early 1960's, an "opportunity window" had opened, for us as
well as for our major trading partners. They acted; weve did not. That
window stays open just so long, then slams shut. It became too late for
U.S. interests to recoup. One vestige of our failure to implement the
Kennedy Round is, now, our chronic trade deficit: $25 billion in 1977.
$30 billion in 1978. What for 1979?

Government should take affirmative action, strengthening its orga-
nization as well as its statutes to do so. It could purposefully enable
industry and labor to grasp these opportunities, ulpgrading exports as
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a matter of sustained national priority-certainly until the energy
crisis is contained.

Government could enable the private sector to grasp these oppor-
tunities as much by critically reviewing and, then, zealously reducing
export disincentives, imposed by present laws and regulations on our
potential export transactions, as by new measures toward expanding
exportation. An interagency task force has within tkie last 2 months
identified 11 such disincentives for scrutiny by the executive branch.
The electronic industries agree that these, some statutory, others cast-
ing exports as an instrument of foreign policy, constitute real barriers
against the materialization of purchase orders from abroad.

Remember that American companies must first have met foreign
competition in the world market and won the order, before applying
for export license or for export financing to deliver the goods. It is at
this point that one or another Government-imposed disincentive often
prevents consummation. This is particularly true for many electronic
products which, together with those of the U.S.A.'s other high-tech-
nology industries, are among this Nation's most exportable.

We recommend affirmative action because we fear STR may be circu-
lating a least-common denominator proposal for implementing the
MTN. It makes the fewest possible changes. It gingerly avoids rocking
the boat. For example. under the Subsidies Code, STR proposes change
in only the Countervailing Duty Law. As to making the code affect the
conduct of ours and other nations, it puts s pinch of authority in the
Treasury Department, a dash of responsibility in STR, and a twist of
accountability in interagtency committees. In'this context, half a loaf
is not better than none.

Still within the context of affirmative action, we recommend that
Government determine, this time from the standpoint of exports as a
national priority. which of the disincentives are actually accomplish-
ing their intended purpose-national security, human rights, environ-
mental, and so forth-and whether the intended purpose transcends
export's importance. Then, with those criteria in mind, Government
should relax the disincentives.

Affirmative action is needed in order to overcome the policies and
the approach to them which brought us a $30 billion trade deficit.

The Tokyo Round has developed (Codes of Conduct toward remedy-
ing a host of nontariff barriers. Understandably, since these tread un-
treled ground, soncme nations will sign a given code and others will not.
Nor will the same nations sign all of the codes. Even among major
trading partners of the free worl(l. there will be nonsignatories.

A simnatory to a given code need not accord the code's benefits to
:ill GATT members. nor even to all nations enjoying its MFN tariff
status. A signatory need only naccord those benefits to the other sig-
natories.

Further, a signatory nation changing its law to conform with an
emergent code need ;not anmend theIn with respect to nonsignatory
mnations.

If tile U'nited States of A nerica signs the Government Procurement
Practices Code, it would b2 necessary to change the Buy American
Act for the covered entities. Aut it would not be necessary to amend
them with respect to purchases from nonsignatory nations, nor to
purchases beneath tile code's thresholhl of $1')0.000.
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Reciprocity is inherent to the codes as they have evolved. Signa-
tories reciprocate the codes' benefits. Nonsignatories have made a pur-
poseful decision not to lower their nontariff barriers against imports.
So, why should the United States of America accord the codes' benefits
to nonsignatories-even if Congress had accorded them MFN status
in the Tariff Schedules?

The strength and effectiveness of a nation's international political
power relate directly to its economic strength. That economic strength
is a function of a sound and stable currency, high industrial pro-
ductivity, low unemployment. and a low rate of inflation. Although
economic theorists in the classic tradition consider Government as a
disturbing influence upon the self-regulating private economy, the
fact that government does impose and will continue to impose its in-
fluence requires the private sector to make an attempt io contribute
to the formulation of Government policy and to ameliorate r.egative
factors. One such attempt is the call for an aggressive V. S. trade
policy which fosters exports and allows them to compete effectively in
world markets.

A strong and positive trade policy would contribute significantly to
the requirements for a sound, healthy economy. Increased exports
would boost economic productivity and create much-needed resources
for capital investment in equipment and facilities to expand current
productivity and capicity. Increased productivity and its concommit-
ant, lower unemployment, generates more revenue to the Treasury
from both the corporate and personal sides, and decreases Federal
credit demand:.

As Federal borrowing is a major factor driving inflation, its reduc-
tion would lower the cost of money and strengthen the dollar, thereby
lowering the cost of essential imports-another significant factor in
rising inflation.

While a strong trade policy is obviously not the total answer to our
economic problems, it is a most important factor.

To develop and administer an aggressive trade policy, however, calls
for centralization of the current highly fra mented administration of
U.S. trade policy. Such centralization is an extension of the logic
behind the sunset and regulatory reform proposals considered by the
Congress over the last several years.

The logic behind sunset proposals maintains that all programs in a
given area of responsibility be looked at simultaneously. not merely
with an eye to cut back and reduce, but to identify duplication, ob-
solescence, ineffectiveness, and voids in policy administration.

The concept of congressional sunset review is a highly laudable one.
It recognizes the need for a conlprehensive review of policy admin-
istration. But such review, bringing together all agencies assigned
some facet of a larger policy, will be recreating the wheel at every 5-
to 10-year cvcle-depending on the specific proposal-if those agencies
are not unified in the administration of that policy in the interim.

Why bring them together once every several years only to disperse
them to the four corners of the bureaucracy after legislative corrective
surgery , Thus, centralization of the 57 agencies administering U.S.
trade policy would not only facilitate sunset review, but more fully
carry out the goal of that periodic review by providing ongoing con-
tinuity in policy and commonality in practice.
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The various regulatory reform proposals have as their common
purpose the development of a coherent body of Federal regulation
which escapes the charge of being excessively burdensome, incompati-
ble, and a disincentive to productivity. Again, the centralization of the
a:dministration of U.S. trade policy would support this purpose. Given
the nmultifunctional nature and characteristics of transactions in in-
ternational trade, the interests of coherency and efficiency are best
served by an optimum of centralization in administration. Current in-
terdepartmental disputes stemming from conflicting or correlative
assignment of administrative responsibility would bel obviated. I

Thus, rather than merely adding another layer of Federal regula-
tion, the centralization of administration of trade policy at the Cabi-
net level has the potential to be far more efficient and productive than
the current system, and is a natural response to efforts to control and
rationalize the Federal bureaucracy and its regulation.

Centralization would work to eliminate duplication and obsolete
programs, foster regulations that are not only compatible but sup-
portive of one another and overall U.S. policy, and clearly identify
gaps in current policy. Centralization will make it possible to formu-
late a trade policy which will measurably benefit the TT.S. economy.

The cost of such centralization should be negligible. It would be
accomplished through consolidation of existing agencies and might
even result in a net savings as duplication is eliminated. This is not to
say that an increase in Federal expenditures to initiate and carry out
a strong trade policy will not be needed. Increased Federal investment
in U.S. trade is a necessity if industry is to take full advantage of the
multilateral trade agreements currently being negotiated. If strong
export expansion programs are not forthcoming upon congressional
approval of the MTN, the United States could be in a worse trade
position than before because of the liberalization of world trade made
possible by the agreements.

In contrast to the precepts stated above-which are no more than
principles of good administrative practice-stands the present orga-
nizational structure of the executive branch for international trade.
Here, some 57 agencies compete for the choicest turf and available fund-
ing but leave untended the truly difficult problems of policy and
administration.

Inevitably, in such excessive division of labor, administrative
responsibility is fragmented, innovation is stifled, and major elements
in the formulation of policy or its execution are left undone. The basis
for precedence between agencies is mainly ill-defined and policy
authority is focused on esoterics and the arcane. In short, the U.S.
system for trade administration is manifestly inadequate to the con-
temporary economic world and, on its record. pathetically insufficient
to the enhancement of U.S. interests. Yet, the proposals now being
developed within the executive branch to implement the MTN codes
do little or nothing to correct these inadequacies. On the contrary. they
load additional responsibilities on the same weak administrative chain.

As a kev element, and first order of implementation business, we
see reorganization of the trade function of the Federal Government
to be a vital necessity. Alternatively,. either virtually all trade admin-
istration functions affecting nonagricultural goods should be placed
in a new Cabinet department endowed by statute with focal responsi-
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bility, authority and accountability for U.S. trade and offshore invest-
ment, or, such assignment of authorities should be given to a single
existing Cabinet-level department whose primary and specific responsi-
bility and accountability would then become the administration of
U.S. trade.

Before concluding, we wish to make one further point.
In the experience of our members, the advisory process established

under section 135 of the Trade Act of 1976 has worked well. Especially
at the industry sector level, it has provided a means of continuing
dialog with the Special Trade Representative and his negotiators that
would otherwise have been impossible.

The approach, we believe, has contributed much to the generally
satisfactory shape of the codes-provided, of course, that the latter
are suitably implemented. Accordingly, in order to provide for a con-
tinuation of this us.eful function, we strolialv recommend that provi-
sions of the implementing legislation accomplish the following:

One: Establish permanent ISAC's and LSAC's along the present
structural lines-that is, bv industry groupings rather than in accord-
ance with code coverage. These committees should have assured ability
to provide advice on all policy, program, and negotiating activities.

Two: For advice on purely technical matters--such as the content
of specific product standards or deductive methods in customs valua-
tion-these permanent committees should be consulted on the forma-
tion of special panels, as and when necessary, and the nomination of
individuals known to, possess specific expertise in the particular prob-
lem area.

Three: In establishing permanent advisory committees. several im-
provements over the present process are desirable. For example. the
committeps boilld Avl hp direct preess to intpranencv committees of the
executive branch. When committee advice is sought, the advisors
should be given more current and more -omnlete information on a
timelier basis. And, staffing of the committees by the lead administra-
tive agency should be more consistent.

Thank you.
Senator CHLrES. Thank you, sir.
Mr. Smoot?
Mr. SMooT. Thank you, Mr. Chairman. You can read the statistics

about our industry in my written remarks submitted for the record
and since I think that the code's provisions have been sufficiently
covered. I won't go into them.

The sector that I am speaking for consists of a group of competitive.
high technology firms that are deeply involved in world trade. Because
governments are one of the principal potential customers for our prod-
ucts, and especially because in many countries we find that numerous
public corporations operate under firm government guidance in their
procurements, we are very concerned that the United States receive a
balanced government procurement offer from its trading partners, and
in particular, from the Japanese and the EC.

We believe only the inclusion of appropriate entities and sophisti-
cated products by all signatories will demonstrate a true willingness
to adhere to this code. Specifically, product exemptions should not be
allowed for the entities covered by the code.

We endorse the code in general becaulse it uses open procedures in
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the bidding and contract awards process but we assume there will not
be significant deficiencies in the offers of our trading partners.

One of the most heartening experiences is the strong stand that has
been taken by our negotiators on this issue.

Turning to the implementation of the code, we believe there must
be, from the very beginning, a close monitoring of the implementation
abroad, particularly to insure that the national security exemption is
not used to accomplish broad product exclusions in other countries.
Many of our industries' products, for example, while essentially com-
mercial products, are also procurred by various military groups and
as such have been the basis of protective exclusions before.

Second, we believe very strongly that the agency which is charged
with handling private sector complaints under the codes in the United
States must be expert, well-staffed, but above all, insulated from ex-
traneous foreign policy considerations. In too many instances, our
Government uses trade to accomplish its political ends. If this tactic is
used in processing complaints under the code, American business will
quickly lose faith in it. Since the rights granted vendors under the
code are minimal, the implementation procedure leans heavily on the
U.S. Government. We urge the committee to put in the legislative his-
tory strong support for vigorous followthrough on industrys' com-
plainta without the opportunity for political intervention.

Talking about the nonsignatories, we believe we understand the
reasoning behind the various provisions proposed for countries which
do not sign the code or whose adherence the United States doesn't ac-
cept. We are concerned, however, about these provisions. I don't be-
lieve that nonsignatories should be penalized by total exclusion from
government procurement.

This action will place nondomestic bidders in a worse position than
they are at present when there is no code at all. That is not the intended
result of the MTN. We do support full application of the Buy Ameri-
can provisions to nonsignatones and even raising of the percentage
differential to provide adequate incentive to join the code.

Second, we have some technical concerns about how the provisions
on exclusion would work with follow-on contracts which I will not
cover here.

We believe also that right now we have to begin to turn our minds
toward improving the code. The 3-year review that is contained in the
code, we think, will provide an excellent opportunity not only to look
at those first 3 years, but also to extend the code.

We believe it should be extended in three ways: First, services should
be included under the code. Developed countries are becoming increas-
ingly service-based economies, and governments are major procurers
of those services. With certain exceptions, such as that for local person-
nel services, procurement of services should be subject to the same
standards as product procurement.

Second, we hope that in this first review. the United States will oft-
fer additional entities for coverage under the code and will negotiate
with our trading partners the inclusion of entities from their govern-
ment also.

Finally, we hope that the United States will seek to reduce the lower
threshold of 150,000 SDR's on a planned and phased basis down to a
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much lower minimum vwhich will cover primary government procure-
mente also.

In sum, we endorse the ideas behind the code, support its wide adop-
tion, encourage the inclusion of additional entities, and commend the
efforts of Ambassador Strauss and has staff in bringing us thus far.

I don't believe we felt 3 years ago we would get anywhere near this
far.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Smoot follows:]
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STATEMENT OF OLIVER SMOOT, REPRESENTING THE COMPUTER AND Page
BUSINESS EQUIPMENT MANUFACTURERS ASSOCIATION

Mr. Chairman and members of the Subcomnmittee, I am Oliver Smoot,

Vice President of the Computer and Business Equipment Manufacturers

Association (CBEMA). Though I am also chairman of the Industry Sector

Advisory Committee on Office and Computing Equipment, today I speak for

CBEMA. CBEMA represents the leading manufacturers of computer and

business equipment.*

I.ast year the combined revenues of CBEMA member companies, produced

by nearly a million employees in the United States, increased to more

than 45 billion dollars. Over 18 billion dollars of this revenue were

derived from international sales. And, CBEMA members contributed more

than 2.8 billion dollars to the U.S. balance of trade with exports of 5

billion dollars. Typically, our members receive from 30 percent to over

50 percent of their revenues from overseas operations.

CBEMA actively supports, through its programs, expansion of world

trade in a free and fair environment. To us, free and fair trade, means

low, harmonized tariffs and effective rules for conducting trade. The

objectives of i:· U.S. in the MTN reflect these goals and, if achieved,

will result in a firm basis for improving the current condition of world

trade.

GOVERNMENT PFOCUREMENT IS IMPORTANT TO THIS INDUSTRY

The Government Procurement Code is a priority issue for our industry.

Governments have always been important buyers of our goods and services.

And, over the years, the proportion of GNP represented by government

*See Attached List
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procurement has increased markedly in all countries. Tn an era when at

least one quarter of the gross national product of most countries passes

through public budgets, discrimination against foreign products by

govenment purchasing officials constitutes one of the most important

barriers to world trade from a purely quantitative point of view.

In addition, in many countries, the "government" includes many

enterprise, which are private companies in the U.S. This is of parti-

cular concern to our industry because these public corporations typically

are very intensive users of office and computing equipment.

Because CBEMA represents a competitive, high technology industry

deeply involved in world trade, because governments are major potential

customers for our products and especially because in many countries

numerous public corporations operate under firm government guidance; we

are very concerned that the U.S. receive balanced government Drocurement

offers from its major trading partners, the Japanese and EEC. Only the

inclusion of appropriate entities and sophisticated products by all

signatories will demonstrate a true willingness to adhere to this code.

Specific product exemptions should not be allowed for the entities

covered by the code. We endorse the code in general, because it uses

open procedures in the bidding and contract awards process, but we do so

assuming that there will not be significant deficiencies in the offers

of our major trading partners. One of the most heartening experiences

of the MTN is the strong stand by our negotiations on this issue.
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IMPLEMENTATION REQUIRES STRONG U.S. ADMINISTRATION

Effective implementation of each of the MTN Codes requires U.S.

Government administrative follow through on a level never before attempted.

The Government Procurement Code, especially will require aggressive U.S.

action in three areas:

First, there must be close monitoring of the Code's implementation

in other countries to insure that the national security exemption clause

is not used to accomplish broad product exclusions from the Code. Many

of our industry's products, while essentially commercial, are also

procured in significant amounts by military organizations, and such

procurements have been the basis for protective action in the past.

Second, the U.S. must actively monitor foreign government conformance

on its own initiative. The changes required in foreign government

procurement systems will be major and varied. The experts on the Code

are in the U.S. Government and these experts must be marshalled effectively

to assure real adherence to the Code.

Third, the agency charged with handling vendor complaints under the

code must be expert, well staffed, and, most importantly, insulated from

extraneous foreign policy considerations. In too many instances our

Government uses trade to accomplish its political ends. If this tactic

is used in processing complaints under the Code, American business will

quickly lose faith in it. Since the rights granted vendors are minimal,

the implementation proposal before you leans heavily on action by the

U.S. Government. We urge the Committee to include in the legislative
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history strong support for vigorous follow through on industry's complaints

without provision for political intervention.

PROBLEMS PRESENTED BY THE NOV4-SIGNATORY PROPOSALS

We understand the reasoning behind the various provisions proposed

for countries which do not sign the Code or whose adherence the U.S.

does not accept. These, proposals concern us, however, in three ways.

First, we do not believe non-signatories should be penalized by

total exclusion from government procurement. This action will place

non-domestic bidders in a worse position than at present when no code

exists. That, in our view, is not the intended result of the MTN. We do

support full application of the Buy America provisions to non-signatories

and even raising the percentage differential to provide adequate incentive

to join the Code.

Second, the requirement for certification of origin for products

delivered under maintenance contracts following an initial procurement

could pose significant problems, if adequate attention is not given

initially to this problem.

The problem arises because the U.S. Government procures equipment

under contracts limited to one year. Then, because of the prohibition

of multi-year contracts, maintenance is procured annually. While under

the rules proposed, the product originally procured may be domestic,

many of the frequently used spare parts may come from abroad bringing

about unforseen complexities. Proper, forward-looking regulations

covering maintenance can prevent this problem.
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Third, we note the proposal to change the Federal Procurement Data

System to include country of origin. We do not believe this is necessary.

It has not been necessary under the current Bu> Anerica provisions and

could raise questions as to whether specific foreign countries are

receiving a "fair" share of the U.S. market.

THE CODE MUST BE IMPROVED

The Three Year Review of the Code will provide an excellent oppor-

tunity not only to review actual experience but also to extend the Code.

We suggest three objectives for that review. First, services should be

included under the code. Developed countries are becoming increasingly

services-based economies, and governments are major procurers of such

services. With certain exceptions, such as for local personnel services,

Procurement of services should be subject to the same standards as

product procurement.

Secondly, we hope the U.S. will offer coverage of additional entities

in exchange for balancing offers ,rom other signatories. The patchwork

entity coverage of the Code should be erased gradually as all countries

adjust to the new procedures.

Finally, we suggest an intensive look at the $150,000 SOR threshold

for code coverage. Perhaps an agreement can be reached on a staged

reduction of that threshold to an amount closer to that level which

divides major from minor procurements in the various countries. This

approach will require extensive development, but we believe a lower
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threshold, balanced against the burdens of administration, should be a

high priority target.

In sum, CBEMA endorses the ideas behind the code, supports its wide

adoption, urges the inclusion of additional entities and commends the

efforts of Ambassador Strauss and his staff in bring us this far.

Thank you Mr. Chairman, I should be pleased to answer any questions

you may have.

CBEMA MEMBER COMPANIES (1979)

3M Company
A.B. Dick Company
ACME Visible Records, Incorporated
Addmaster Corporation
AM International, Incorporated
AMI Incorporated
Bu roughs Corporation
Ccitrol Data Corporation
Di :taphone Corporation
Digital Equipment Corporation
Ea tman Kodak Company, Business Systems, Markets Division
EXXON Enterprises Incorporated
General Binding Corporation
Harris Corporation
Hewlett-Packard Company
Honeywell Information Systems, Incorporated
IBM Corporation
Lanier Business Products, Incorporated
Liquid Paper Corporation
Micro Switch, Division of Honeywell Incorporated
NCR Corporation
North American Philips Corporation, Philips Business Systems, Incorporated
Olivetti Corporation of America
Pitney Bowes
Remington Business Systems, Incorporated
Royal Business Machines, Incorporated
Sanders Associates, Inccrporated
Sony Corporation of America
Sperry UNIVAC
Sweda International
TRW Communications Systems & Servicf,
Tab Products Company
Tektronix, Incorporated
The Standard Register Company
UARCO Incorporated
Xerox Corporation
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Mr. FALK. With the understanding that my written statement will
be part of the record, perhaps I could summarize.

Senator CHITrs. It will be part of the record.
Mr. FALK. We reviewed the outcome of the code with some irony.

This code did not begin with the Multilateral Trade Negotiations. It
began at the request of the heavy electrical manufacturing industry
in the midsixties. And in 1968, the administration, through the STR,
recognized the need for a government procurement code that would
deal with the rigid nationalistic procurement policies being followed
by our so-called trading partners in the areas of heavy electrical
equipment.

Bearing in mind that the United States is the only heavy electrical-
producing nation in the world who openly buys from foreign sup-
pliers, in all other markets government procurement policies are such
that they are closed not only to the United States, but neighboring
countries as well.

With that in mind, in 1968, our folks from STR, through the Organi-
zation of Economic Cooperation and Development, initiated a nego-
tiation which ultimately was transferred to the MTN. That negotia-
tion resulted in what appears to be a most adequate code, but ironically,
from the standpoint of the heavy electrical equipment industry, which
was the instigator-in fact, helped write early drafts of that code--
ironically we are right back where we started frcm; namely, our trad-
ing partners have refusel to include their heavy electrical entities
in the code.

Now, one might say as a result of that, so what, nothing has changed,
we are right back where we started from. But unfortunately, we are
faced with a situation that gets progressively worse. First, we have
tariffs on U.S. electrical products. They will be reduced as a result of
this negotiation. We are faced with a situation where the foreign en-
tities, particularly the European Community, are taking about 10 per-
cent of the American market, about S500 million a year.

We are getting next to nothing. So in essence, maybe we were naive
in supporting the Trade Reform Act because we believed that a govern-
ment procurement code was the method, at least in terms of our in-
dustry, to show the foreigner's intent to give us equal competitive
access, which we did not obtain. We feel we are worse off than we were
before this round started.

I am here today to really discuss with you what type of response this
committee should consider in terms of inducing our friends in the
European Community and Japan to enter into a government code that
makes some sense.

Now, I understand that the administration proposal is to meintain
the present. Buy America price differential with respect to those U.S.
agencies that are the principal purchasers of the products in question.
Continuation of those differentials, in our judgment, will not serve to
alter the positions of our major trading partners, nor will it serve as
an inducement to them. The very minimum response that would be
likely to have some effect would be to increase the various sets of Buy
American price differentials to the various U.S. agencies to a level
where they would have a real competitive impact.

Bearing in mind that the objective is to induce foreign markets to
open up their markets, and that the U.S. countermieasures would be ap-



85

plied only as long as necessary, it seems reasonable to me that Congress
consider temporarily resorting to the U.S. equivalents of what the
Europeans and Japanese are doing. That is, Congress, as part of the
legislation, shall implement these trade agreements and, until we ob-
tain opening up of the counterpart foreign markets, should prohibit
the sales of beavy electrical goods made in noncooperating countries
to U.S. agent ies that are the principal purchasers of such goods.

Further, in recognition of the non-Federal part of the domestic mar-
kets in these product areas, Congress should prohibit the use of Federal
funds or credits to facilitate the domestic purchase outside of the Fed-
eral procurement system of such goods made in noncooperating coun-
tries.

Thank you, Mr. Chairman.
Senator CHILES. Thank you, sir.
[The prepared statement of Mr. Falk follows:]

STATEMENT Or BERNARD H. FALK, PRESIDENT, NATIONAL ELECTRICAL MANr--tC-
TUBERS ASSOCIATION ON THE MTN GOVERNMENT PROCUREMENT CODE

I am Bernard H. Falk, President of the National Electrical Manufacturers As-
sociation. I am also Chairman of Industry Sector Advisory Committee 18, Elec-
trical Machinery, Power Boilers, Nuclear Reactors. and Engines and Turbines.

I appreciate this opportunity to appear before the Senate Governmental Af-
fairs Committee for the purpose of presenting the views of American manufac-
turers of heavy electrical equipment with regard to the MTN Government Pro-
curement Code.

Attached to my statement is an excerpt from testimony which I presented be-
fore the Senate Finance Committee on April 1, 1974, when my Association had
the opportunity to bring its views in support of what eventually became the Trade
Reform Act of 1974. This attachment has been included to explain how foreign
"Buy National" procurement policies have effectively foreclosed U.S. producers
of heavy electrical equipment from competing in the markets of other producer
nations while the suppliers of similar equipment from those nations have en-
joyed relatively open access to the large U.S. market place.

Within this in mind. we were strongly supportive of the Trade Act and par-
foeularly Section 104 which directed that a principal U.S. negotiating objective
would he to obtain. to the maximum extent feasible, equivalent competitive
market access in developed countries for U.S. product sectors. Obviously. one
of the means to accomplish this objective was to Ix, a comprehensive Code on
lion-discriminatory government procurement. This matter of the need for such
a Code was not new at that time; as a matter of fact. in 1968. IU.S. trade author-
ities became convinced that restrictive nationalistic procurement in heaNy elec-
trical equipment had created clear conditions of unfairness in inrtrnational
trade. Seeking correction, U.S. officials initiated discussions within the Organ-
ization of Economic Cooperation and Development which eventually was essen-
tiallv transferred to the MITN negotiation for a (lovernment Procurement Code.

What has happened in the trade negotiations, however, is that while an ade-
quate procurement code has been negotiated. the E'ropean Community has re-
fused to have the code apply to its national government entities that buy heavy
electrical equipment. What other countries will finally agree to do relative to
the procurement code is still unclear but is not promising. It is. therefore.
already apparent that the I.S. is coming out of the trade negotiations with a
failure to obtain significant increased foreign access in the main potential mar-
kets for U.S. exports for these products.

There is an important aspect in this situation that has to be understood. The
extent to which each country's home market purchases In these product areas
are made by national-level government entities that could be put under th? pro-
curement code varies from practically 100 percent of the total home market in
France and England to practically none in Japan. In other words, the Japanese
market for heavy electrical goods is practically 100 percent "private". But thei
forlgn governments effectively block U.S. access to practically all of their home
markets, whether the would-be purchasers are national-level government agen-
cies, below-national level government agencies, or "private". The premise of sec-
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tion 104 of the Trade Act and o' the U.S. push for a government procurement
code was that a country that put under the procurement code its national-level
government agencies that purchase this equipment would also urge other pur-
chasers of such equipment within its borders to stop discriminating against U.S.
suppliers. The failure to put their national-level purchasers under the code obri-
ously mears that their "across-the-board" nation-wide discriminatory import con-
trols will be maintained.

In fact, unless appropriate steps are taken by Congress to compensate for this
negative outcome in the trade negotiations, the U.S., after the negotiations, may
be even worse off than before. For example, tariffs in these product areas will
be reduced. Such reductions will have a favorable impact on imports into the
U.S. but will mean nothing for U.S,. exports in the face of the pervasive foreign
government discrimiration.

The case of the world-wide heavy electrical goods market (power generating
equipment, including steam-turbine generators, gas turbines, hydro-turbines and
generators, power switchgear and large power transformers) illustrates the
disadvantage to the U.S. of the one-sided relationship in these product areas
that our trading partners are trying to continue. Over the last five years, on an
average annual basis, the European heavy electrical goods market is worth
about $2 billion; the Japanese market asout $500 million; and the U.S. market
about $5 billion. And whereas Europe aud Japan have been getting about 8-9
percent of the U.S. heavy electrical goods market, the U.S. has been practically
totally excluded from theirs. The consequences to the U.S. economy in terms of
jobs, sales by raw material and component suppliers (steel, for example), etc.
are obviously serious.

No doubt the foreign assumption is that the status quo will continue; foreign
home markets will continue protected; the U.S. market will stay relatively
open. If this assumption proves correct, any U.S. hopes for liberalization in the
future will obviously remain futile.

We accordingly must devise a legislative response to this one-sided situation
that will forcefully tell our major trading partners that their continued protec-
tionism in these areas was and is a mistake and that greater trade liberalization
in the future will be a better alternative.

How best to respond is, of course, the question. I understand the Administra-
tion proposal is merely to maintain the present "Buy American" price differen-
tial with respect to those U.S. agencies that are the principal purchasers of the
products In question. Present "Buy American" application provides for a 6 per-
cent price differential, increased to 12 percent where the U.S. supplier is in a
high unemployment area. Continuation of these differentials at existing levels
will not, in our judgment, serve to alter the positions of our major trading part-
tiers nor will it serve as an inducement to them. The very minimum response
that would be likely to have some effect would be to Increase the various sets
of "Buy American" price differentials for the listed U.S. agencies to a level
where they would have a real competitive impact. We also have to keep in mind
that, by far, the larger part of the domestic market in these product areas is
outside federal procurement. The non-federal parts of the U.S. heavy electrical
market are about 85 percent.

Bearing In mind that the objective is to induce foreign governments to open up
their markets and that U.S. countermeasures would be applied only so long as
necessary, it seems reasonable that Congress resort temporarily to U.S. equiva-
lents of what tha Europeans and Japanese are doing; that is, Congress ~is a part
of the legislation to implement the trade agreement--and until we obtain open-
ing up of the counterpart foreign markets-should prohibit sales of heavy elec-
trical goods made in non-cooperating countries to U.S. agencies that are the
principal purchasers of such goods and, further, in recognition of the non-federal
parts of the domestic markets in these product areas. Congress should prohibit
the use of federal funds or credits to facilitate the domestic purchase outside
of the federal procurement system (for example. purchases by state or regional
cooperatives, state highway systems, municipalities, etc.) (if such gocds made in
non-cooperating countries.

Congress would empower the President to relax the countermeasures as our
trading partners become more cooperative and would, of course, provide adequate
safeguards against various possible contingencies such as unavailability. as it
now does In the "Huy Anmerican" laws.
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The Congress and the Administration are now in the final stages of determining
the overall implementation aspects of the MTN trade agreements. In that connec-
tion, I respectfully recommend your support for the position set forth above.

ExcazPpr FROM STATEMENT OF NATIONAL ELECTRICAL MIANUFACTURiE8 ASSOCIATION
on H.R. 10710, THE TRADE REFOarM ACT or 1973, BEFORE THE COMMITTEE ON
FINANCE, U.S. SENATE, APRIL 1, 1974

Every nation of the world regards its electrical manufacturing capability as
an essential national resource which underpins its economic strength and meas-
ures its potential for growth. Consequently, every industrialized nation, to orne
degree or another, and with the U.S. as a notable exception, has historically
adopted policies to Drotect and encourage its electrical equipment capability, in
terms of research and development assistance, strict buy-national procurement
policies, discriminatory standards regulations and export aids and incentives.

The buy-national procurement policies of electrical utilities owned or con-
trolled by the governments of Western Europe, for example. have effectively
foreclosed U.S. producers of heavy electrical equipment from competing in those
foreign markets. At the same time, however, electrical machinery producers in
those foreign countries, often supported by government export aids and incentives,
have enjoyed relatively open access to the large U.S. market, subject only to a
low tariff, and the Buy-American differential in the case of Federal procurement.
As a result of this one-way flow of trade, U.S. electrical manufacturers have sold
very little equipment in the other producer countries of the world, while hundreds
of millions of dollars of foreign-made eq-.ipment are now in place throughout most
major U.S. electric systems-investor owned utilities as well as Federal and
municipal plwer authorities.

We regard this one-way flow as anti-competitive per so. Moreover, it is based
on a pervasive discrimination which makes a mockery of the principle of non-
discriminatory trade laid down in the General Agreement on Tariffs and Trade
(GATT).

NEMA is gratified that the U.S. government has tried to do something about
the anti-competitive behavior of foreign governments and their government-
owned or controlled electric utilities. In 1968, approximately one year after the
Kennedy Round negotiations were concluded, U.S. trade authorities became
convinced that restrictive nationalistic procurement in heavy electrical equip-
ment ha(l created clear conditions of unfairness in international trade. NEMA
had made this point in many statements over the rears. to the Congress and the
Executive Branch. Seeking correction, U.S. officials initiated working party dis-
cussions within the Organization for Economic Cooperation and Development
(OECr)) to try to develop an international code on government procurement. At
the request of the Treasury Depart nent and the Office of the Special Representa-
tive for Trade Negotiations, NEMA submitted a draft of a proposed Interna-
tional code for electrical equipment procurement, modeled on applicable U.S.
federal procurement regulations. We believe that since 1968 U.S. officials have
worked diligently toward adoption of an international procurement code based,
at least in part, on the NEMA draft. But now, In 1974, little tangible progress
has been made, and we must conclude that there is scant interest among the
other OECD members in facilitating broadened access for U.S. manufacturers to
these members' own home markets.

NEMA is also gratified that the Committee on Finance has recognized the
inhibiting and discriminatory effects of certain government procurement practices.
Appendix B to the Committee Print, "Bummary and Analysis of H.R. 10710-the
Trade Reform Act of 1978," dated February 26, 1974, identified such practices as
a significant non-tariff barrier.' Of lparticular interest to U.S. electrical manu-
factirers are the following paragraphs:

"The principal practices that inhibit foreign participation in government pro-
curement are Insufficient publicity in the solicitation of bids and in the disclosure
of the criteria on the basis of which contracts are awarded. Most trading partners

It should be added that Appendix B also Identifies two other types of non-tariff
barriers of concern to NEMA members: (1) subsidies and export aids, and () dlcrimina-
tory standards regulatlons.
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of the United States, sunch as Japan, the United Kingdom and most EuropeanCommunity countries use predominantly the selective and single tender bidprocedures. It Is generally recognized that these lend themselves much better todiscriminatory practices against foreign suppliers than public tendering.
"Foreign suppliers can also be suppressed through specific conditions of biddingwhich put them at a disadvantage, such as certain administrative requirements

or inadequate time allowed for submission of bids. Moreover, purchasing author-ities may specify technical requirements in advance collaboration with domesticsuppliers limiting thereby the competitiveness of the foreign bidder. In somecountries only resident firms may undertake government contracts of certain
types." (p. 91, emphasis added.)In sum, it would appear that both the term "competitiveness," and the MostFavored Nation principle, are viewed differently in most foreign industrial
countries than in the U.S. To us they mean individual firms, regardless ofnational origin, competing among themselves on the same non. iscrlminatory
terms and with equal competitive opportunity. To foreign governments, theirpower authorities and their electrical equipment manufacturers, they meandomestic and foreign economic policies which accord special treatment and
discrimination in world trade to their own producers. Under these conditions,
the contest between U.S. and foreign manufacturers can hardly be equal-and
it has not been.

Senator Cw-r-,. Mr. Davis I
Mr. DAvis. Mr. Chairman, I think the testimony that we have sub-

mitted in behalf of the American Iron and Steel Institute can be
reduced to five points. First, we know that the United States will
honor both the letter and the spirit of the procurement code. Second,
we see significant opportunities for circumvention of the code by our
trading partners. Third, our past experience suggests that our trad-ing partners will in fact try to find ways and means to circumvent the
code unless they clearly understand that there has been an alliance
in this country between Congress, the administration, labor, and indus-
try to insure that the code will in fact be honored by all the signing
nations. Our testimony reflects our willingness to join in that alliance.
Finally, we wish to endorse the formal statement that will be sub-
mitted later this afternoon by Dr. Oswald in behalf of AFL-CIO.

Our position can be reduced to one sentence, Mr. Chairman, and
that would be a sentence on page 2 of your opening remarks, "Thisinternational procurement code is an important first step." However,
unless the code is properly enforced, honored, and supervised by Con-
gress, the administration, labor, and industry, the code will truly in
fact "be a meaningless undertaking."

Thank you very much.
Senator CHILES. Thank you.
Excuse me a minute.
[Brief recess.]
Senator CIiLFsR. I appreciate your patience. I am sorry we had this

interruption. We are running awfully late to try to finish up with our
other witnesses. I have several qucstions I would like to submit to you
and ask you if yoll would try to give me written answers. because I amsure some of your answers are going to be different on souse questions.

So rather than have each of you go through the panel. I think that
nlight be helpful to us.

One question I would like to ask maybe as a panel, and maybe wecould get a quick answer, is what has your experience been in working
with our Special Trade Representative? I would just like to quicklyhear what you think about that, if a couple of you want to answer that.

Mr. LAsLEY. I would say the relationship has been excellent. Our
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input has been n.ticed. In some cases, to your surprise, action has been
taken. You might have noticed I said we take credit for maintenance
of the threshold figure. In that case, we sent an emissary and a cable
and got action. That was a reversal. We found them very cooperative.
And in the case of the Government Procurement Code, Mort Pomeranz,
sitting in this room, did most of the work and he had to put up with
a lot of flak on our part, and all kinds of things. He did agreat job.

Mr. SMoor. Our experience has also been excellent. 1 guess, like
most industries, we feel that people think we are a very esoteric group
and hard to understand. STR has a man who understands what our
problems are, and in fact about 1 year ago, began to anticipate some
of the things he thought we would be interested in. I thought that was
a very good example of the way they were organized.

Second. having been to Geneva three times during the course of the
last year to the delegation and given the conditions under which we
were operating in Geneva, I believe everybody in STR, the Commerce
Department, and other departments who were over there really de-
serve a vote of thanks because they did a very good job under very
trying physical conditions.

Mr. BERKELEY. I, tOas as member of the advisory committee, would
agree with all of those comments. I think that Ambassador Strauss
and, before him, Ambassador Dent, both sought a very open, two-way
communication between the private sector and public sector. They
were very flexible and were very receptive to any and all counsel that
was directed toward them. And my own personal experience has been
the tremendously high quality and ability throughout the entire staff,
not just the negotiating Ambassadors and Ambassador Strauss him-
self, but right through the whole organization. They have been very
receptive, very open, very flexible, and very firm, really, in working
for the objectives of the original legislation.

Mr. FALK. I had the unhappy experience of being the heavy elec-
trical good advisor in the Kennedy round as well as this round, so I
not only second the comments of my other members of the panel, but
also wish to point out in comparison, we are talking about a grade of
A versus D-minus in terms of relationships. I think a lot of that is
not only due to the efforts of STR, but Congress deserves credit by
requiring this kind of consultation in the legislation, and I would hope
you give some consideration to extending that mechanism beyond the
legislation, beyond the act we intend to implement.

Mr. DAVIS. With Mr. Pomeranz handling the technical aspects, and
Ambassador Strauss handling the negotiations, we have some reason
for concluding that our trading partners would adhere to the code.
However, we are troubled by the fact Ambassador Strauss has just
been given a very enormous assignment, starting Labor Day, which
might remove him from the proceedings for months, at a very critical
time when the message needs to be conveyed to our trading partners
that we will in fact accept nothing less ihan the same kind of com-
mitment to the code as the United States is going to give to it.

Senator CHmEs. Thank you very much, anr.d I am sorry I don't have
a little more time to ask you- -me more questions. I would like to sub-
mit some questions to you.

i; Thank you.
[The prepared statement of Mr. Davis follows :1



90

STATEMENT OF BRUCE E. DAVIS, ASSISTANT VICE PRESIDENT, PUBLIC AFFAIRS

BETHLEHEM STEEL CORP., IN BEHALF OF AMERICAN IRON AND STEEL INSTITUTE

I. INTRODUCTION

My name is Bruce E. Davis. I am Assistant Vice

President, Public Affairs, Bethlehem Steel Corporation, Bethlehem,

Pennsylvania. I present this statement in behalf of the American

Iron and Steel Institute, an association of 64 domestic steel

companies accounting for 95 percent of the raw steel produced

in this country.

II. SUPPORT OF CONGRESS

Ou.r industry welcomes and appreciates the interest

Congress has demonstrated in restoring vitality to the domestic

steel industry.

Today's hearing is an indication of the interest this

Committee and Congress have shown in seeking meaningful and long-

lasting solutions to our foreign trade problems. Discrimination

against American goods when allied governments purchase articles

for their own use surely is a significant port of our nation's

international trade difficulties.

III. AISI ENDORSES BASIC OBJECTIVES OF TOKYO DECLARATION

The AISI member companies support the basic objectives

recited in the 14 September 1973 Tokyo Declaration that the com-

prehensive Multilateral Trade Negotiations seek, inter alia, to
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reduce or eliminate nontariff measures ir the area of government

procurement.

Our statement concerns (i) whether the negotiations

have achieved a fair and just result for the interests of our

nation and our industry, and (ii) what the nature and the content

of the legislation should be to implement, in terms of United

States legislation, the Agreement on Government Procurement ("the

Code") initialed by 41 nations in Geneva, Switzerland, on April 12,

1979.

IV. OUR UNDERSTANDING OF UNITED STATES OBJECTIVES

The United States negotiators involved in reaching

agreement on an international government procurement code had an

overriding objective: secure greater opportunities for American

products, including steel, to compete for sales to foreign governments.

Our negotiators sought to establish appropriate rules, where such

rules now do not exist, so that all interested parties would accept

the basic principle that future government procurements would be

carried out by all signatory nations in a fair and equitable manner.

From the beginning, our negotiators recognized that most

of our trading partners achieve their discrimination against American

goods by use of administrative practices and procedures that are

virtually invisible.

Our negotiators sought to discourage discrimination at

all stages of the procurement process. Thus, we find that specific

-2-
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rules are prescribed on the drafting of specifications by which

goods are purchased, on the advertising of prospective purchases,

on the time allocated for the submission of the bids, on the

qualification of suppliers, on the opening and evaluation of bids,

on the award of contracts, and on hearing and reviewing protests.

In essence, we sought to achieve rules which would bar

invisible barriers and make all aspects of the procurement process

open and aboveboard.

Our negotiations were successful in many respects.

However, the member companies of AISI had several explicit concerns

about the final Agreement initialed in Geneva two weeks ago.

A. Ex Posts Publicity (Publication of Awards)

Our industry counseled our negotiators that one of the

most essential elements for insuring transparency in the procurement

process is the guarantee that the name of the winning bidder and the

amount of the award will be published for each procurement conLract.

Our trading partners argued that such publication is unnecessary and

would lead to collusive bidding in future procurements of the same

item.

The Code, as agreed to by our negotiators, does not meet

the expected standards of transparency, equity, and fairness.

For example, Article 14 (Z) of the Code provides that

an award may be made to other than the low bidder, if another bid

is considered "most advantageous" by the entity. However, no criteria

are provided for such a decision.
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Further, when the government entity decides to award

a contract to other than the low bidder, a written record, available

to all interested parties, should be prepared. This requirement for

a written documentation of reasons for awarding the contract to other

than lowest bidder would minimize attempts by our trading partners

to circumvent the requirement of awards to the lowest bidder.

The Code loopholes have been much discussed. There is

not much we can do about the Code as now written. What we depend

on -- to limit use of these loopholes -- is attention by our govern-

ment in tracking down and forwarding to United States bidders followup

information on foreign government procurement bids.

We ask that the Administration recognize that loopholes

exist in the Code. However, insistence that the letter and tle spirit

of the Code be honored by our trading partners may minimize the use of

these loopholes.

B. Continued Use of Invisible Practices and Procedures to Disadvantage
of United States Goods

The final Agreement contains many opportunities for

circumvention by our trading partners.

In his September 30, 1976 Report to the Congress on

Governmental Buy-National Practices (B-16222£), the Comptroller

General of the United States concluded:

"Subtle administrative guidance and practices,

rather than laws and regulations, are used

(by our major world trading partners] to

effectively preclude most foreign competition."

-4-
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On March 23, 1978, in test'mony before the United States

Senate Subcommittee on Federal Spending Practices, Deputy Assistant

Secretary of the Treasury, Gary Hufbauer, stated:

"The United States is unusual among nations

in that we give our national preferences

through clearly-stated percentage margins

which are embodied in law. In contrast,

other nations generally rely on highly

invisible practices and procedures which

achieve a degree of restrictiveness equal

to or greater than ours."

In our opinion, the Code in its present form does not insure that

'subtle' or 'invisible' practices and procedures discriminating

against American-made goods will be eliminated.

For example, Part II, Article 2, states that the non-

discrimination against foreign products and suppliers:

"[S]hall not apply to customs duties and

charges of any kind imposed [on imported

supplies], the method of levying such

duties and charges, and other import regu-

lations and formalities." (Emphasis added.)

A number of our trading partners have inspection procedures, licensing

fees, and other subtle barriers to imported goods that can (and have

in the past) effectively barred American goods from the marketplace.

The Code should have precluded the use of import regu-

lations or 'formalities" that have beer demonstrated as being

effective deterrents to American-made goods being sold in foreign

countries. Tne entire purpose of the Code can be circumvented and

-5-
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thus nullified by continued use of past practices still permitted

under Part II, Article 2.

We suggest that, as the Code becomes effective, our

government commit itself to catalogue instances where 'import

regulations and formalities" are used in violation of the spirit

of the Code. Such a catalogue should provide the basis for the

earliest evaluation of the effectiveness of the Code and the spirit

in which our trading partners intend to implement the Code.

C. Entity Coverage

The United States total procurement by federal agencies

of goods potentially subject to the Code could (and likely does)

exceed that of any nation participating in ¢he negotiations.

Nevertheless, acceptable reciprocity would exist if our trading

partners agreed to subject to the Code a significant percentage of

the government agencies directly or substantially controlled by them.

It seems clear that many industrial nations are not prepared

politically to agree to this level of entity coverage.

For example, in recent days, considerable attention has

been focused on the Japanese entities subject to the Code, particularly

the omission of Nippcn Telegraph and Telephone Public Corporation.

Initially, the Japanese offer was such that non-Japanese firms would

be eligible to bid to Nippon T & T only on such limited items as

utility poles, while $5 billion in annual purchases of telecommuni-

cations gear would be from Japanese suppliers. We note with approval

that the Japanese Government may revise its position, but only after

-6-
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our negotiators and Congress made it clear that the initial Japanese

position was unacceptable.

Our industry is not privy to what other situations

similar to the Nippon T & T situation may exist. We urge that

Congress devel-n, in hearings such as today's proceedings, and in

staff negotiations with the Office of the Special Trade Representa-

tive, what exemptions from the Code have been agreed upon by the

Geneva negotiators.

V. IMPLEMENTATION OF THE CODE

A. A Need For a Partnership between Congress, the Administration,
Labor and Industry

Realistically, we recognize that the United States will,

on the basis of past practice, try to follow inot only the letter but

also the intent of the Code. However, also on the basis of past

practice, we are concerned that other nations may not be as scrupulous

in their compliance with the Code.

Our industry proposed, without success, that our negotiators

advocate a period -- perhaps several years -- during which, on the

basis of fully identifying, publicizing, and checking all the procedures

and practices involved in government procurement among the GATT nations,

the feasibility of full compliance with the Code could be established.

Now, the United States would move to repeal our Federal Buy American

Act, and other federal laws allowing some degree of national preference,

without any practical, proven assurance of obtaining full reciprocity.

7-
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Congress and the Administration must remain partners

with American labor and industry to insure fairness and equity for

American interests. Without assurances that Congress and the

Administration are committed to this partnership, we cannot conclude

that the Code will in fact establish full and fair reciprocity between

the United States and our trading partners.

B. United States Entities Covered (or Not Covered) by the Code

We note with approval that specialt, metals purchased

by the Defenso Department are not subject to the Code.

Purchases by the Environmental Protection Agency are

subject to the Code. Section 39 of the Clean Water Act of 1977

(P.L. 95-217, Dec. 27, 1977), amended the Federal Water Pollution

Control Act to require that state and local purchasing bodies grant

a preference to American materials. Congress should insure that

the implementing legislation maintains this domestic preference

requirement, inasmuch as state and local purchases are not subject

to the Code (Part I, Article 2).

C. Protection of National Economic Interests

Purchases by the Department of Commerce are subject to

the Code. Section 103 of the Public Works Employment Act of 1977

(P.L. 95-28, May 13, 1977) sought to insure that American materials

would be used in the so-called $4 billion jobs bill. If, at some

future time, Congress seeks to provide employment and stimulate the

economy with similar legislation, the implementing legislation should

-8-
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insure that Congress has the authority to act without violating

the Code.

Our reading of Part VIII of the final Agreement suggests

the implementing legislation must clarify that Congress reserves

the right to take action, consistent with the Code, to protect our

national economy. Part VIII does authorize parties to the Agreement

to protect 'essential security interests." However, the present

provisions of Part VIII are so narrowly drawn that the protection

of essential economic interests is not authorized.

D. State and Local Procurements

Our interpretation of Part I, Article 2, of the final

Agreement is that state and local public bodies, by law or regula-

tion, may continue to grant bid preferences to American goods. At

present, nearly 30 states, plus the District of Columbia, either by

law or regulation, grant bid preferences to domestic materials

purchased for public purposes, and not for resale.

Congress should insure that nothing contained in the

implementing legislation abridges or infringes upon the rights of

state and local authorities, state governments, local governments,

and political subdivisions, to continue enforcement of their domestic

materials bid preference laws and regulations.

VI. SUMMARY

The international government procurement code, as written,

will be a failure for the United States without a completely new thrust

-9-
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in government trade policy. The United States will have to monitor

compliance. Congress, in considering the Code, must realize and

provide for this responsibility.

Recently, a member of the United States Senate, com-

menting on enforcement of the final Agreement, stated:

"The (Federal] Buy American Act is a law, a

rule of the game, that is known by ill

prospective bidders, and is uniform. y

administered uithout prejudice. Oth r

countries' buy national practices are, by

their nature, prejudiced and covertly

discriminatory. They are rooted in

intangibles. As in the old adage, our

Buy American Act is a rule of law; other

nations' practices are rules of men. I

am skeptical that we can change the latter

to our economic benefit."

We believe that this Congress has the will and the power to insure

that the United States achieves fairness, equality, and reciprocity

in the Code's implementation and administration.

The international government procurement code that has

been negotiated in Geneva is, in essence, a code of international

behavior. And that means that penalties or sanctions should be

applied whenever the standard of conduct is violated.

Now is the time for our government officials to mend

their ways. Ncw is the time to adopt a policy of fair, even-handed

enforcement of domestic trade laws, including the Agreement on

-10-
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Government Procurement, while at the same time insisting that our

trading partners do no less:

I think Congress and the American public at large are

sendina loud and clear signals to the President and to our trading

partners that the post-World War II era of America playing Santa

Claus to the rest of the world is coming to an end. The deck has

been stacked against us too long. This time, we insist on a fair

shuffle.

All in all, while we have concerns, the Code could well be

a step in the right direction. It is a noble effort and if properly

implemented it could prove beneficial.

-11-
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TESTIMONY OF DR. RUDOLPH OSWALD, DIRECTOR OF RESEARCH,
AFL-CIO

Senat(,' ('llnI.f:,. ()'ur nlxt witlt'ss is 1)r. RlIly ().-wildl, lir'ectOr of
research for the AFL-CIO.

Nice to see you again.
Mr. OSWALD. Thank you, Senator. I appreciate this opportunity to

present the views of the AFI-CIO or. this code. W'ith me is Ray
Denison, assistant director of our legislative department, and Eliza-
beth Jager, an economist at AFL-CIO,

I ask that my entire statement be made part of the record, Senator.
Senator CHILES. It shall be.
Mr. OSWALD. I would like to just highlight a few of the aspects of

that testimony in terms of your time constraints.
This code is unlike other codes negotiated in Geneva over the past

4 years, because it goes far beyond normal market transactions and
involves the operations of governments themselves in terms of na-
tional .defense, national security, internal economic policies, and the
role of government as massive consumers.

As purchasers of billions of dollars of goods yearly, government
procu.rement policies can determine whether industries live or die,
expand or shrink. and can shape the kind of country that we live in.
Because of the uniqueness of government procurement. the GATT has
always excluded it from trade agreements. And as you indicated in
your opening statement, Senator, the Trade Act did call for freer
trade proposals, but it was silent on the matter of a code in govern-
ment. procurement.

It (lirected the negotiations in a number of areas but did not do so
in terms of government procurement.

The AFL-CIO is deeply concerned that the new code will have
serious impact in the United States in terms of heavy losses in govern-
ment procurement contracts and will not necessarily open up foreign
government procurement. All that Congqres. can do is enact U..S. law.
It cannot assure foreign compliance with the code.

INe see a numnl)er of problem areas. We have listed nine of them in
the testimnonv itself, andl I think that they are all important. But I
think Senator lh einz also hlighlullhtel i this part of the issue in his
testimony: That one of the central problems is that foreign buy-
national operations are often past practices. They are obscure, they
defend their internal buying practices without ann basic pluhlic notice.

And( we are very skeptical that the widespreadl l)resence of State-
owned corporations and their interrelationships with other parts of
government will lead to a sort of opeunness that takes place in the
U7nited States.

lWe are also verv concerned with the question of a rule of origin
provision which -ollld assure that a product is actually made in
another signatory coulntrv rather than some other l)iace. And we
woulll( be jut as concerned if lU.S. goods are nimale in a third country.
even if there were a '.S. company or somne other complany which bid
bult made a product somewhere else.

The pko-blems are highlighted hvy our concerns with nonnmarket
econonmics and government-owned industries. More antd more of the
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signatory countries have nationally or government-owned industries.
Other countries have moved into nationalized industries on a heavy
basis in order to insure preservation of an industry and to escape
massive loss of jobs.

For example. in steel, aluminum. in aerospace in France and Ger-
many, pulp and paper in Norway, heavy engineering in others: these
nations are now going into high-risk ventures where private capital
is hesitant.

During 1977. State-owned British Steel lost $165 million. Now
Britain is making heavy investments in a State-owned company to
manufacture integrated circuits to compete with tile United States
and Japan.

With these State-owned firms, there is no need to earn profits, there
is no fear of bankruptcy, and there a.ren't any dividends to pay. They
enjoy the benefits of low-cost State loans and the serenity of monopoly
power.

These State-owned firms help other domestic industries by selling
goods and services at lower costs. All of these transactions defy the
basic rules of capitalism as practiced in this country.

With the government as the sole stockholder whose only goal is to
keep an industry in operation and keep workers employeld, how is it
possible to outbid such an entity in the marketplace ?

Not only will these State-owned entities be able to insure that their
bids are lower for their own government's business, but they would
he able to bid on contracts for the U.S. Government procurement.

An example of the complex problems involved in Government pro-
curement was spelled out in a March-April issue of HTarvard Business
Review in an article entitled, "State-owned Business Abroad: New
Competitive Threat." And I think you will find, if your staff has an
opportunity to brief you on that article, that it excellently describes
some of the prob)le.ms.

We would also like to highlight an example of the ambiguities that
still result from the codes and what they might mean in terms of its
impact in terms of the United States.

For example, it is unclear what is included in the code's reserva-
tiuns for national defense and national security. It is obvious what
arms and ammunition are, but defense and security mean much more.

It is our understanding from the reading of the code and discus-
sions that all motor vehicles, except buses, are exposed in the code. A
heavy-duty truck is a much needed defense unit for transportation of
troops and supplies. What is our defense capability if our trucks and
tens of thousands of items are manufactured in Hungary or else-
where? Where are our industrial supply planes and spare parts in
the event of emergency and where are the truck plants for develop:ng
new prototypes for American defense needs ?

As a result of studies of this code, the AFL-CIO would like to
make the following recommendations.

In view of the fact that the $29-billion trade deficit in 1978 and our
industrial unbalanced trade situation. we believe that inclusion of
this Government procurement code in the MITN package is unlikely to
improve our balance of trade and is most likely to cause even further
erosion. The cost could also affect the G(overnment's latitude for prod-
uct and technology development, for helping to maintain the health
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of U.S. procurement-related industries and for preserving tens of
thousands of U.S. jobs in thousands of private sector industries.

We strongly urge that your committee recommend that the code
be returned for negotiation in tandem with the safeguard and counter-
feit codes. These are still being negotiated and the code can be sub-
mitted to Congress at a later date when the multitude of problems
have been solved and procurement is put on a more equitable basis.

It is inconceivable to the AFL-CIO that there can be a net benefit
to the United States as it now stands.

State-owned industries and political realities abroad will virtually
close out most opportunities for successful bids. Further, state-owned
industries, because of their direct and indirect subsidies, can underbid
U.S. companies in every market and successfully challenge us here at
home.

Further, U.S. companies in many instances, because of special pro-
visions in the code, will be predisposed to export technology, develop
their product lines and bid on U.S. contracts from developing or least
developed countries.

The likelihood of firms in the United States developing major export
opportunities in the face of entrenched opposition to encroachment on
this most strongly defended area of purchasing, we believe, is remot.

As in the past, foreign purchases will be predominantly of those
U.S.-made products that are either nonexistent domestically, in short
supply, or of a nature that would have not been highly developed in
those countries to date.

If it is not possible to renegotiate the entire code, then specific safe-
guards should be insisted upon to minimize the damage that will
likely occur.

Therefore, wf recommend that the committee insist on the following
provisions in the implementing legislation. Wre have nine specific rec-
ommendations to be made in the implementing legislation.

First of all: We believe that for true equality, the implementing
legislation should assure that only those countries that are signatories
to the code are allowed to bid for products in the United States, and
only for these entities included within the list of entities.

We believe that nonsignators should be denied all access to the U.S.
bids unless such products are not available elsewhere.

Second: We believe that there should be a clear rule of origin lan-
guage so that th: product is actually made in the country that is rep-
resented by the bidder rather than by some other country.

Third: We believe that STR should provide specific language that
makes good its assurances that State and local Buy American laws are
not affected by the code. Without such specific language, we believe
that there will be serious disruption in State and local Buy American
laws.

Fourth: We believe that Government should list all procurement
listings by foreign governments in the Commerce Business Daily, as we
do for U.S. business opportunities for bidding.

We believe that if a code is to be helpful for 1.S. business, that such
foreign opportunities should also be listed in appendices to or supple-
ment to the current Commerce Business Daily, so that business can
bid on those types of products.
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Fifth: WVe believe that the implementing legislation should be. lim-
ited to a 2-year provisional basis and that it should not go into effect
before Januarv 1981, when the code provides for its effectiveness.

Sixth: We believe that the implementing legislation should spell
out a means for withdrawal. The code makes reference thereto. and we
believe that we should clearly give provision for withdrawal of the
rights from the code either ly presidential order or by a single con-
gressional House directive.

Seventh: A special overall legal caveat, should assure that the im-
plementing legislation amends existing law only where special amend-
ments occur and that it should clearly state that no other domestic
legislation is affected until Congress specifically amends sulch domestic
legislation.

The codes aIre verv broad. Without that caveat. we are afraid that
substantial havoc may be wrought without congressional direct knowl-

dede and intent.
Eighth: We believe provisions should be made so that there will

he no authorization forl redl etion of UL.S. product standards, nor any
retarding of prospective improvement of U.S. standards by the legis-
lation.

Ninth: lUpon complaint. all participating coulntries should be re-
quiredr to make available the records and transactions of their State-
owned companies as I.S. companies must do on Government bids.
Any that are ruled to be secret should be considered stubsidized and
exciu(led from bid processing.

Similarlv. any State-owne( companies that are not making the
same level of return cn investment as their private counterparts are,
in fact, being sllbsidize(l andl are also excluded from bidding.

In conclusion. inasmuch as an international panel is established fir
administering this code and for deciding disputes. it is most important
that the 'I.,S. law be clear and specific.

This legislation does not provide U.S. exports any rights to foreign
government procurement. The Congress is only legislating how the
IT.S. laws will respond to foreign biddlllers. Therefore. this is not ex-
port-guaranteeing legislation. It is in fact leaislation of major changes
to make easier the bidding on billions of dollars of U.S. contracts that
now go to firms and workers in the United States.

Becaunse of this multitude of weaknesses and problems. this code
ihouldl properly be retulned to the Special Trade Representative for

renegotiation.
Failing that. tile Congress can do no less than write implementing

legislation in such a manner as to lessen the impact on our economy
and our citizens' livelihood.

Thank vou. fMr. Chairman.
Senator CriLEs. Thank yoni. sir. I note that youV call for extending

the Buy American Act to State and local purchases. I)o vol have any
feel for whllt the cost of that *would be ?

Mr. Oswr.\i. Wle are not asking the Congress to extend that to
State and local prlrchases except as it now exists. Tile code makes
reference to the Federal Government being covered and that the State
and local governments are not covered as such.

We are asking that you make sulre that the exemption from Buyv
.merican only apply to the Federal entities splecifically spelled olut
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in the code and not to State and local governments. Many State and
local governments have their owvn Buy \American laws.

Senator CIIILES. So they( woul( still b)e ablle to have their own Buy
American laws?

Mr. O ,Ywei.o. Yes: and we lbelieve thev c'an onll have it if vou uinake
that explicit provision in tile imiplementing legislation.

Senator ('1ti,}:s. I see. Section :301 f tlhe rade Act allows interested
parties to file complaints of violations with any of the codes with
STR. I)o vyo view that term "interested parties''" as covering labor
unions ?

Mr. ()0sw,xl,. There has I)een a serious question of whether it has
or has not up to this po)int. W'e wonuld be hopeful that there would
be a specific provision that a labor union would be considered an in-
terested plarty. We are very much concerlne(l with section 3!1. We be-
lieve that the intent b)y Congress to strengthen that provision in the
1974 anmendment was clearly to plrovide )better redress against injury.
'W have ave )een very disappo inted at the lack of administration con-
sciousness of th le import harnl that has oculrred in a number of
indulstries.

Senator CIIIIEs. A numlber of us in the Congress have been very
disappointed with that. too. I have great corcern about it. It seems to
me the key to getting anything out of these codes is to make sure that
free trade does inean the salime thing to our trading partners as it means
to us.

I)o vou think that STR has the staff to make sure that these agree-
ments are enforced?

M\Ir. Os.\L). Senator, at the current level, wve have found there is
insufficient staff both in STR to know enough about the details of
manv industries and in Treasury to carry out the requirements of the
antilunmping law or cotnterveiling diuty law, or even in Commerce
to help promote U.S. exports.

So in general, American firms get short shrift in each of these de-
plartments as they affect trade.

Senator (IIILES. Then the other question, of course, is the one we
have just touched on, whether we have the will even with the staff.

I)octor, you lexpressed deep concern over the way in which the rule
of origin provision could be manipulated. And you urged that that
rule l)e clarified. Do vou all have any suggestions a's to how that should
be clarified ? .\nd if 'ou don't now, if vou have an opportunity to sub-
mit ,hat to the committee, I think it might l)e helpftl how you think
we might go about it.

'Mr. OSWALDn. We have some general suggestions now. We would
be glad to give you more specific language, because we think that
clearly the majority of the product needs to l)e produced in the country
that is blidding, that there are other safeguards that the product actual-
ly come froml where it is. and we would be glad to submit additional
language in terms of a proposal for the iml)lelmenting language.

Senator CmIImEs. Thank you very much, and I appreciate your testi-
mony and your appearance here today.

[The prepared statement, with attachme .t, of Mr. Oswald follows:]

STATEMENT OF DR. RtDOLPH OSWALD. DirmtroR, RERSARCH DEPARTMENT. AMERICAN
FEDERATION OF LABOR AND CONGORESS OF INDUSTRIAL ORGANIZATIONS

The AFL-CIO appreciates this opportunity to provide to your committee our
atmessment of the Government Procurement Code within the MTN. As the rep-
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resentative of 13* million workers in 105 unions the specifics of thls code and
its impact on all Americans-not just union members-are of deep concern
to us.

Unlike other codes negotiated In Geneva over the past four years, this code
goes far beyond normal market transactions and involves the operations of gov-
ernments themselves in terms of national defense, national security, internal
economic policies and their role as massive consumers. As purchasers of billions
of dollars in goods yearly government procurement poliles can determine
whether industries live or die, expand or shrink and can shape the kind of
country we have. This involves the livelihoods and standard of living of milliorYs
of Americans, and the expenditure of their tax dollars. Because of the uniqueness
of government procurement, the GATT has always excluded it from all trade
agreements. Further, the 1974 Trade Act was silent on the matter of negotiating
a code In this area.

The AFL-CIO is deeply coLcerned that under the new code the unique role of
government procurement in the U.S. will suffer a major change that may well
result in heavy losses in procurement contracts for firms in the U.S. and may
well cost heavily in jobs--while realizing little if any widening of foreign gov-
ernment procurement for firms in the U.i. and American jobs.

Under the code, new International rules will be established to make discrimina-
tion In federal government purchasing a violation of International agreement.
As a result, the U.S. will give up its Buy American laws anld practices for cer-
tain federal government entities that have provided some advantage to U.S.
producers and Jobs to Americans. By adoption of the code into our laws, the
U.S. will give up any opportunity to improve these laws in the future.

Under the present U.S. system-the most open in the world-government pro-
curement enables our nation to spend internally $154 billion In tax dollars to
equip our armed forces, supply our agencies, replenish our government needs in
goods and services and direct a portion of that purchasing to specific Industrie
and areas for the wellbeing of the nation. The set-alides and the Buy American
provisions have been mainstays to many U.S. industries in obtaining and retaining
government contracts despite heavy competition from abroad. Now that differ-
ential will be surrendered. Difficult to assess is the loss that may come from plant
closing due to loss of counter-cyclical use of procurement contracts and the
research and development that may also be lost as firms fall by the wayside.

In return U.S. companies will have the opportunity to bid on the purchases
of those government agencies on the entity list of each signatory country. We will
not have the opportunity to bid on all their non-strategic goods. only on those
Items on their lists.

In our examination of the code and the lists, we see several problems:
1. Despite the procedure for tendering under the code. past practices of most

countries are designed to carefully obscure and defend their Internal buying
practices and will he difficult to overcome. The widespread presence of state-
owned corporations, for example. and their inter-relationships with non-state-
owned corporations make a network of political and economic self-interest that
is virtually impossible to penetrate.

2. The lack of a specific rule of origin provision makes it impossible to insure
that a bidder will deliver products that originate in a signatory country: this
allows "farming out" of manufactrilng non-signatory countries.

3. Special provisions are made In the code to "facilitate increased imports"
from developing countries, which already now have special non-tariff benefits for
exports to the U.S.

4. The code commits the U.S. to give special treatment to supplies from least
developed countries, even if toey don't sign the code. The mechanism also pro-
vides for "developed country parties." which could include multinational corpo-
rations, to go to a less developed country, choose the products. develop them and
help tender them to the U.S. for purchase. Here is a clear Invitation to multina-
tional corpora Ions to set up export platforms in other countrlis to assault the
U.S. government procurement market.

5. Under the cnde, the U.,S. will establish centers where developing countries
will be given full information on U.S. lews, regulations. procedures and practices,
notices of proposed purchases,. nature and volume of products. etc. They. In
turn, can exclude the TU.S. from their markets by signing bilateral agreements
with other countries or by establishing "common industrial development pro.
grams" with other countries.
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6. The code bars technical specifications that "have the effect of creating un-
necessary obstacles to international trade." The United States does not have
the metric system, which could be construed as a barrier, forcing the U.S. to
change, its system to receive imports; contrawise, the present system could be
used as an excuse for refusing U.S.-made products abroad.

7. While the code states that state and local Buy American laws and practices
are excluded, there is danger that these laws, which have already been struck
down by some courts, could be In further jeopardy as a result of the code, since
some courts might hold that such laws conflict with federal policy as manifested
in the code. Assurances of this exclusion have been given by the Special Trade
Representative, but no language has been presented as yet.

8. The list of entities that each country has exposed for procurement bidding.
once settled, is subject to modification only by going before the committee
charged with operation of the code. So, if the U.S. wants to remove any entity
from the list it must make a case and then make compensation in some other
area in order to "maintain the level of mutually agreed coverage."

For example, when small businesses and minority businesses recently received
a set-aside from the code, the U.S. entity list was changed to make available to
foreign bidding the previously exempt NASA procurement needs.

9. There is little incentive for a country to leave its developing status, regard-
less of how industrialized it becomes, because under the code, developing coun-
tries are allowed to require domestic content, offsets and the transfer of
technology as criteria for the award of contracts. Again a clear invitation to relo-
cation by multinational corporations.

Apart from these concerns, we ask the committee to consider the realities of
government in most nations today. All of the industrialized nations signatory
to the code have widespread state participation in industry. Many of these in-
dustries were nationalize,l as rescue operations to insure preservation of an
industry and to escape massive loss of jobs in steel, aluminrum, aerospace, pulp
and paper, heavy engineering and others. These nations are now going into high
risk ventures where private capital s8 hesistant. For example, during 1977 state-
owned British Steel lost $165 million. Now Britain is making heavy investment in
a state-owned company to manufacture integrated circuits to compete with the
U.S. and Japan.

With these state-owned firms there is no need to earn profits; no fear of bank-
ruptcy; no dividends to pay. They enjoy the benefits of low-cost state loans and
the serenity of monopoly power. These state-owned firms help other domestic
industries by selling goods and services at lower than cost. All of these trans-
actions defy the basic rules of capitalism as practiced in this country. With the
government as the sole stockholder whose only goal is to keep an industry in oper-
ation and to keep workers employed, how it is possible to outbid such an entity
in the marketplace?

Not only will these state-owned entities be able to insure that their bids are
lower for their own government's business, they will now be better able to bid
on contracts for the U.S. government procurement.

An example of the complex problems involved in government procurement in a
world where state-owned and centrally controlled corporations are becoming the
rule is described in the Mlarch-April, 1979, Harvard Business Review, an article
entitled "State-owned Business Abroad: New competitive threat" states:

"Public opinion runs strongly against having governments purchase from for-
eign companies. Employees in domestic companies feel that government purchases
from a foreign competitor are almost acts of treason-and to pass over a state-
owned producer in favor of a foreign producer is to compound the offense. Govern-
ment ownership of a company virtually ensures that government will be a
customer.

"When the French and British governments became major owners of computer
companies in their respective countries, they assured these businesses of a
healthy number of orders from state bodies. Government campaigns to encourage
the public to purchase domestic products (such as the British government's
current Buy British campaign) require a government to buy domestic products
itself-and the pressure is doubly compelling when a state-owned enterprise makes
the product."

(Attached to this testimony-from the March-April 1979 Harvard Business
Review-is a list of industrial nations and the degree to which they have state-
owned firms in eleven key industries.)
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With the tariff reductions in the NITN. with the elimination of the Buy
American provisions and with the change in the subsidy-countervailing duty
code an overwhelnling advantage will be given to other co.untries seekillg greater
penetration of our lIrocurenlent markets. We also \understandl that in the drafting
of the entity lists by tile various nations. great care was takeni to insure that
exclusions were made for certain manufacturers that they felt might suffer
import penetration. For example, some European countries will not apply the
code to their government entitles that purchase heavy electrical equipment,
transportation and telecomnunications equipment. In France and England, the
national and state agencies are abl,,t l(XN% of thle inarket for heavy electrical
equipment, so virtually the entire market for heavy electrical equipment is
effectively excluded from U.S. or otlher bidders.

One further concern: There is no nssurance that even if foreign procurement
were to be fully open that there %wollid he a net benefit to the U.S. economy.
The proliferation of U.S. multinational (corlorations througllout the wor'" coull
mean the successful bildding of a contract hy a U'.S.-named firm but the manu-
facture and the johs could go to the successful firm's subsidiary within that
county-or to that firm's export p)latform in a less developed country in some
far-flung part of the world. In other words, a I'.S.-hased bidder could lose to a
U.S. name, but the U.S. economy would not have the game.

Apart from the problems we have cited in terms of the overall impact of the
code, there are specific questions that should be answered before implementing
legislation is l)ut to the Congress. For example:

1. What is included in the code's r-eservation for national d(efense an(l national
security? It is obvious what arms and ammulnition are, but defense and security
mean much more. It is our understanding that all motor vehicles except bIuses
are exposed in the code. A heavy duty truck is a mnuch-needed defense unit for
the transporting of troops and supplies. Whitt is our defense capability if our
trucks and tens of thousands of other items. are manufactured in IIungary and
elsewhere? Where are our industrial sullly lines and whlere are our spare parts
in the event of an emergency? And where are the truck plants f.-r developing new
prototypes for tomorrow's defense needs?

The code refers to the inclusion of services incidental to the purchnse of go(dls.
but not in excess of the price of the goods. What does this meanl? DI)'es it mean
that foreign nationals are permitted to install. operate and service large scale
purchases by our government? In view of the British and Frenchb governmnent
activity in computer manufacture, will their computers be installed ill our gov-
ernmeir offices and their nationals handle all service work incidlental? Fi.rther,
are feasibhility studies and engineering also incidental to a contract ?

If construction contracts are exempt, does this mean the material invclved.
which in many cases involve work that is often done on-site. are exemlpt too? An
example of our concern would be an entire dry dock prefabricated in a foreign
country and floated to the United States.

How, if the code goes into effect, can the I.S. Government use governmenlt pr.-
curement as a counter-cyclical tool-as other signe.tory countries have reserved
for themselves, in times of economic distress or where persistent labor sllrplulse
exist ?

As a result of our study of this code-and the others as well-the AFL-CIO
makes the following recommendations:

1. In view of the fact that the l'nited States bad n $29 hillion trade deflct in
1979 and is far from a balanced trade position. inclusion of this government pro-
curement code in the MITN package is unlikely to improve our balance of trade
and is most likely to cause even further erosion. The code could also affect the
government's latitude for ptroduct and technology development, for helping
maintain the health of U.S. procurement-related industries and for preservint
tens of thousands of IU.S. jobs in thousands of private-sector industries.

We strongly urge that your committee recommend that the eode he returned
for negotiation In tandem witht the safteglard and counterfeit codes now Iheing
negotiated-and submitted to Congress at a later date when the multitude of
problems have been solved and proelurement is plnt on a more equitable basis.

It is inconcelvable to the AFI(ITO that there can be a net benefit to the T' S.
from this code as it now stands. State-owned industries and lolltieal realities
nbroad will virtually close out most opportunities for successful bids. Further.
state-owned industries because of their direct and indirect subsidies can under-
bid U.S. eomlpanleq in their markets and successfully challenge li here at homle.



109

Further, U.S. companies, in many instances, because of special provisions in the
code, will be predisposed to export technology, develop their product lines and bid
on U.S. contracts from developing or least developed countries. The likelihood
of firms in the U.S. developing major export opportunities in the face of en-
trenched opposition to encroachment on this most-strongly defended area of pur-
chasing, is re'mote. As in the past, foreign purchases will be predominantly of
those U.S.-made products that are either non-exlstent domestically, in short
supply or of a nature that have not been highly developed in those countries to
date.

It it is not possible to renegotiate the entire code, thei splecific safeguards
should be insisted upon to minimize the damage that will likely occur.

Therefore, we recommend that the Committee Insist on the following provisions
in the implementing legislation:

1. The legislation should provide for full equality of government procurement
between nations that sign the code. That is all signatory countries would have
full rights to bid on the listed entities of all other signatory countries. Only those
listed entities that are exposed to bidding would be available to foreign bidders.
All other government procurement would not be , ailable to foreign bidders un-
less the product is unavailable domestically. '1 il l lProcedure would be fairer
than the present international practices where ifein government procurement
is rarely available to U.S. bidding, but U.S. government contracts are open to
foreign bidders. Thus, under this provision, or' the items on the entity lists
would be open to bidding by all s!igators, al' t .Lr items would be closed off.
Countries that remain outside the code would 8, t 'one of the benefits.

2. A clear rule-of-origin language should be inconrorated into the legislation so
that only countric that sign the code can be the source of supplies for tile U.S.
market. A bidder in a signatory country should not hnve the opportunity to shop
around for a lowest priced country for his source of the product he is contracted
to deliver.

3. STR should provide specific language that makes good its assurance that
state and local Buy American laws are not affected by the code. STF has assured
that these laws will not be affected; the specific language should be forthcoming.
If the code were to result in weakening state and local Buy American practices,
the U.S. would have made a major concession without receiving anything in
exchange.

4. Under the code, all procurement listings for U.S. purchases will be listed
in "Commerce Business Daily." This same publication should gather and publish
on a regular basis all the procurement bidding opportunities that are expected
to he offered by the other signatory countries.

5. The implementing legislation should be for a two-year provisional basis and
should provide that it does not go into effect before January 1, 1981, the date
indicated in the code.

6. The implementing legislation should spell out the machinery for U.S. with-
drawal, which is provided for in the code upon 60 days notice. The legislation
should provide the President with authority to make a finding of detrimental
effect to the T'.S. alor iillow for with(lrnaal froam the cilde by presidential order.

7. A special overall legal caveat should assure that the implementing legisla-
tion amends existing law only where specific amendments occur and it should
clearly state that no other domestic legislation is affected until Congress specifi-
cally amends such domestic legisA:tion.

8. Provision should be made that there will be no authorization for the reduc-
tion of U.S. product standards nor any retarding of prospective improvement of
U.S. standards by this legislation. Only those legislatures that adopted the stand-
ards have the authority to repeal or change them.

9. Upon complaint, all participating countries should be required to make
available the records and transactions of their state-owned companies. Any that
are ruled to be secret should be considered as subsidized and thus excluded from
any of the bidding processes. Similarly any state-owned colnpanies that are not
making the same level of return on investment as their private counterparts are
in fact being subsidized and are also excluded from any bidding.

In conclusion, Inasmuch as an international panel is established for administer-
ing this node and for deciding disputes. it is most important that U.S. law be
clear and specific. This legislation. does not provide n.S. exports any rights to
foreign government procurement. The Congress is only legislating how the U.S.
laws will respond to foreign bidders; therefore, this is not export-guaranteeing
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leislation, t It, In fact, legislation of major law changes to make easler the
bidding on billions of dollars of U.8. contracts that now go to firms and workers
in the U.8. Because of ita multitude of weaknesses and problems, this code should
properly be returned to the Special Trade Representative for renegotiation. Fail-
ing that, the Congress can do no less than write implementing legislation in such
a manner as to lessen the impact on our economy and our citizens' livelihoods.
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Wasahitos, D.C., MaG 8, 1979.
Son. 0LAYToN C-La

U.S. Senate,
Resell Bemote Oleoe BRidMe, WuMarto,) n.0.

Dfz 8uATOa CHazs: At the hearings on the multilateral trade agreements
before the Committee on Governmental AfaiTs on April 26, you asked me to



111

supply AFL-CIO suggestions on a rule of origin for the government procurement
code.

As you know, Senators Bayh and Heinz have introduced S. 533, which attempts
to clarify the meaning of "substantially all" in the U.S. law. The provisions of
rule of origin should include the "substantially all" concept as S. 588 does and
provide for certification that the provision has been met. I have attached the
definition of Section 9 of S. 588 which provides guidance on this point.

Present U.S. law on imports is totally inadequate to assure that the provisions
of the code will be carried out.

RUDY OSWALD,
Director, Department of Research.

Attachment.
Section 9. Definitions: This section details the definitions of various terms

used throughout the bill. Of particular importance are the definitions of do-
mestic article and federal agency.

A domestic article is defined to mean any final good delivered to the govern-
ment 75% of the total delivered cost of which can be directly attributed to
United States sources. The 75% definition includes the costs of components, as-
sembly, transportation and delivery.

The definition, however, specifies that those components of a good supplied
to the government which cannot be produced in the U.S. in sufficient quantity
or quality are not to be considered in determining whether the good is foreign or
domestic. Therefore, less than 75,%9 of the cost of a government purchased prod-
uct may actually be attributable to domestic sources (due to components which
cannot be obtained in the U.S.). However, it is the policy embodied in this defi-
nition that substantially all of the cost of products purchased with federal funds
must be derived from U.S. sources if the product is to be considered domestic
for purposes of this legislation.

Federal agency includes not only any instrumentality of the Federal Govern-
ment (as defined in the U.S. Code) but also specifically includes AMTRAK and
Conrail which are not presertily covered by the Buy American Act.

Section 10. Regulations: The Administrator for Federal Procurement Policy
is authorized to administer the provisions of this bill.

Senator CHILEm. Our final wi ness today is Mr. Frank Wikstrom,
who is speaking on behalf of small business. An earlier version of the
Procurement Code had done away with the small business set-aside.
I am glad to see we have changed the position on that since then and
now small business set-asides will be retained.

Mr. Wikstrom, it is good to have you with us.

TETIMONY OF FRANK WIKSTROM, CHAIRMAN, GOVERNMENT
REI.TIONS COMMITTEE, NATIONAL TOOL, DIE AND PRECISION
MACHINING ASSOCIATION

Mr. WIKsTROM. Thank you, Mr. Chairman, Senators. I not only
represent small business, but a small, small business in that I am a
representative of the National Tool, Die, and Precision Machining
Association, an industry where our average size is about 30.

We have in our association some 2,800 member firms and we repre-
sent in the industry about 10,000 member firms.

I am speaking not only on behalf of them this afternoon, but also
on behalf of the Small Business Legislative Council, an organization
of national trade and professional associations whose membership is
primarily small business.

SBLC focuses on issues of common concern to the entire small busi-
ness community. The SBLC membership and their affiliates represent
approximately 4 million small business firms nationwide. The SBLC
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supports an increased share for small business in Federal procurement,
and this position is supported by 40 national associations.

On behalf of the Nation's small business community, we wish to
express our displeasure with the approach taken in the administra-
tion's negotiated Multilateral Trade Agreement. This agreement re-
stricts many of the long-standing programs gained after many years
of efforts by small business.

Soon the administration will be sending to the Hill the Multilateral
Trade Agreement.

Before action is taken on ITA, we express our concern about two
aspects of the agreement which would be repealed, for all practical
purposes:

One: The Buy American Act under which foreign companies must
underbid U.S. firms by 12 percent to obtain Federal procurement
contracts;

Two: The labor surplus procurement program which restricts com-
petition on certain contracts to firms which will perform a substantial
proportion of the production under the cntract in a high unemploy-
ment area.

It is true that total emasculation of these two laws-Buy American
and labor surplus program-will not occur since there are exemptions
included in the MTA.

Ambassador Strauss stated before the House Committee on Small
Business on March 20, that no exact figures were iavailable on just how
much in current small business sales to Federal agencies will be lost
to NIT.A. iHe spev ilated that it might Ia $3:00) to N00) million. At his
side at the times was Robert Griffin, formerly Deputy Administrator
with the General Services Administration.

Mr. Chairman, -or many years each Federal agency has been re-
quired to file deta;led quarterly reports on procurement with the Office
of Finance o t the GSA. We find it hard to understand why this infor-
mation could !,-, be provided to the committee. And we also find the
estimate ridir,,, ;-sly low.

According to the data compiled, provided by GSA's Office of Fi-
nance, the annmalt small lbusiness procurement by the executive agen-
cies is $28.6 billion.

Approximately $9 billion of this is direct small business procurement
and a significant portion of the remaining $19.6 billion results in sub-
contracting contracts to small business. (ISA figures show that only
one-half of the small business direct contracting will be exempted.
Large contractors will fare much better-about two-thirds of the large
contracts will still remain exempt.

We are giving away over $4 billion in small business procurement
and $6.8 billion in large business pro(uremient. Our estimate is that
we are talking about $5 to $6 billion in small and minority business
procurement contracts-not the $300 to $400 million as Mr. Strauss has
, .i.,ulated.

Ancther matter that concerns us are rumors that the price for
restoration of the small business set-asides will be the elimination of
NASA procu ements from the exempt list. If that happens, subtract
another $3.4 billion in exempt procurement and add it to the $10.8
!billion giveaway. Remember also that you are talking about depend-
ing on foreign resources for critical technology. Technology developed
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for our space program is technology which is eventually applied to
our defense program. Is it in the interest of the United States to be
dependent on other countries for the ability to produce sophisticated
systems and ordnance for our military needs. This technology also
filters down into domestic products, giving domestic industry a
headstart in such areas as minicolnputers and many other areas.

In spite of the set-aside changes ahready made in MITA, the business
community in the United States is bound to be affected by provisions
still in the treaty. If the door is shut to big business by the elimina-
tion of the Buy American Act, considerable subcontracting to small
or minority business by large business or by Government, will be lost.
The total Government procurement that could be affected permanently
in sales to civilian executive agencies is $14.2 billion.

Ambassador Strauss has testified that a number of products and
agencies wil' oe excluded from the code. In addition, purchases by
certain govt rnmental agencies, not covered by the code, are excluded
tentatively.

If a foreign producer sells to one agency of the Federal Government
at a price lower than an American firm, the pressure will be on all
agencies of Government, whether or not they were included in the
MTA, to purchase from the foreign producer-Canada is a good
example.

Here is the breakdown by program: 5Minority business enterprises
subcontracting to large business, $1.207 billion; small business sllb-
contracting to large business, $863,652,000; prime procurements from
other than small business, $20.12 billion. Procurements in the labor
surplus areas, an additional $227 million in contracts would be af-
fected. We have attachments here which go into detail.

We believe it important that, in light of the tentative exemptions
in the nMTA, Congress should demand line-by-line specificity as to
the amount of Government procurement that will be affected with
respect to current domestic sales by large and small business to
agencies of thle U.S. Government. Only when that information is pro-
vided can a reasonable and fair comparison of benefits and conces-
sions be made.

It is important to note that Federal procurement with certain ex-
ceptions must go to a 7U.S. small business if its bid is within 12 per-
cent of the foreign offer. The 12-percent differential represents
partial offsetting of the lowered cost of doing business by foreign
competitors who are not subject to compliance with wage laws, U.S.
Government regulations, pension programs, and so forth.

The MTA scraps this 12-percent differential in favor of competition
by businesses from sonle 98 nations. These countries, in practical
effect, will subsidize this comipetition bec:iu-e tlhey need not conform
to U.S. bllsinless regulations. Wle have a'other attachment in our
staten-lvt that goes into hlis in detail.

Ambassador Strauss' defense that contracts of $190,000 or less are
exem)tpt should be given no wtight. since lie has produced no figures
to show the average contract under the Buyv American Act or the
labor surplus proculrelment program.

This same exemption of $190.00() was trinpeted hv the Anbassador
in advocatingl eliminat ion of set-asides as negating any material effect
on that )programll. Ife withdrew that defense when it was established
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that the average minority set-aside is $222,357, and the average set-
aside for manufacturers is $526,821. As you know, the proposed MTA
until approximately 5 weeks ago, severely limited the present small
and minority business set-aside programs.

After vigorous opposition by members of the House Small Business
Subcommittee on Government Oversight and Minority Enterprise,
this limitation on set-aside was removed.

Ambassador Strauss was able to accomplish this in 48 hours in nego-
tiations with 98 nations.

The erroneous answer of the Ambassador to those who question the
provisions of MTA is that there will be no loss to small business but
a gain, since the quid pro quo is that sales to the procurement offices
of some 98 foreign nations-Japan is an exception--will now be
opened up to U.S. business. The export opportunities are supposed to
total $20 billion, but this means little to small business for these
reasons.

First: The $20 billion of export opportunities is not exclusively for
U.S. business, but for 98 nations competing for that $20 billion;

Second: Many firms in the 98 nations can underbid U.S. business-
and still make a sizable profit-because they don't have the added costs
of compliance with U.S. mandatory regulations. Again, I refer to
attachment M. We know of no requirement that foreign firms will
have to comply with such regulations.

Third: U.S. small business does not have the wherewithal or the
marketing expertise to penetrate the foreign market. U.S. big busi-
ness, including their already in-place multinational companies, are
in a preferred position to take advantage of MTA, and we have a
further attachment in which we make reference to that.

Moreover, the Small Business Administration, the Export-Import
Bank, and the Department of Commerce have testified that adequate
funding for additional small business export opportunities is not
available.

After years of practice, we have established a successful SBA pro-
gram that certifies whether small business has the competency to
compete oa a Government contract. Will the many thousands of for-
eign businesses, who want to compete on U.S. Government contracts,
be subjected to the same certification program? Who will administer
the program to insure competency ?

At the White House Conference on Small Business in Dallas, Tex.,
on January 23, Ambassador Strauss said:

President Carter has recognized the enormous potential for small business
In international trade. A principal part of the expanded export promotion policy
announced by the President last September was the channeling of up to $100
million of Small Business Administration loan guarantees to small business
exporters to provide seed money for entry into foreign markets.

I have heard this quoted in New York a few weeks ago by Frank
Weil, talking about the opportunities that are going tobe available
to small business.

A review of the appropriations does not indicate an additional
request for loan guarantees for the purpose of exporting.

Other major industrialized nations have long histories of aggres-
sive export promotion and blocking imports of our members products,
not through trade sanctions but through customs rules, subsidies, dis-
tribution complications, and all manner of delays.
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Will the Strauss "open door" change this l Are the $20 billion phan-
tom opportunities--the birds in the bush--offered by Mr. Strauss actu-
ally be better for American business than the blusiness in hand?

One small manufacturer made this comment about the proposed
MTA action:

If I were responsible for a U.S. company ttat was seeking Federal contracts
and had not been successful, I would moive -my headquarters to San Marino,
Bermuda, or Haiti, where I would not be conrned with OSHA, social security,
income taxes, labor standards, minimum wages or labor unions, and find myself
In a better position to compete and actually obtain U.S. Government contracts.

The end result of the MTA, if adopted by Congress, will mean a
sizable loss to the U.S. small said large business which now sells, or
hopes to sell, to Federal agencies; loss of U.S. jobs to cheap labor
abroad; and a step backward for U.S. small business.

More than Federal procurement to the nations opened more widely
to U.S. Federal procurement to the nations abroad, the next step will
be for foreign business to further exploit the U.S. State-county-city-
metro government market.

When Members of Congres stated their strong opposition to limit-
ing the set-aside program under MTA, Ambassador Strauss was able
to remedy the situation quickly. He can do the same with respect to
the Buy American Act and the labor surplus program if Congress
strongly registers its opposition. Unless the MTA is amended to cor-
rect these two inequities, we urge you to vote against its adoption.

Thank you.
In addition, I would like to say that I echo many of the concerns

expressed by Mr. Oswald and others here today. I think we have a
real problem before us, particularly the small businessman I speak
for.

Thank you very much.
Senator CHrzEs. Thank you, sir. I am glad to see the possibilities

of large foreign markets opening up for our own business, but the
Government has an obligation to make sure that our businesses, es-
pecially our small businesses, can take advantage of that.

The administration has mentioned a new program designed to help
U.S. businesses, especially small businesses, to export. What do you
think would be the necessary ingredients of a successful export
programn

Mr. WIxsoTRO . Well, frankly, I do not find that small businessmen
are too prone to go into other markets. They do not have the expertise
and the know-how to do it. There are a few that are in exporting. I,
for one, am. I have a product, a small machine, and even though I am
a small company, 25 employees total, we do have our equipment in
England, Belgium, Italy, Spain, Canada, in Japan, and we hope soon
to have some in Aurtralia. FIut I have a special product, and I do
perform a special se ice, and there is a need for it. I think if I were
competing with some other people, being a small man that I am, I
probably could not compete with some other foreign people. If I did
not have my specialized product, I would probably be looking for, or
trying to get some of these preferential programs which should be
made available to American industry and American wage earners.

I cannot answer your question as to what. would be the proper thing.
I think it depends upon the product and the type of service and so
forth.
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Senator CHuLaS. I note your concern over the potential adverse
impact the Procurement Code might have on small business
subcontracting.

Mr. Wxesrmo. Yes.
Senator CiHais. Section 5 of the code allows countries to have offset

requirements in their procurements. Could we apply these offset re-
quirements to require foreign contractors to subcontract with Ameri-
can small businesses?

Mr. WIKerROM. Well, I don't know whether we could require that,
but what I have seen and have heard suggested, if they lose some of
this business which is now kind of reserved for the small businessman,
they have these vast markets in the rest of the world. But what we
are saying is:

All right, we will take them out of the things they know howe to do and which
they are geared to do. and which they have learned to handle effectively and
tell them go out into a new market they kncw nothing about and see if they
can compete in that field.

That just doesn't make sense to me, 'Mr. Chairman. It just doesn't
make sense to them.

Everybody has their particular field in which they have an ex-
pertise and know how to handle and market and produce and deliver.
We are in effect saying we. are going to take this away from them and
leave it up to them to see if you can go and do it elsewhere. I don't
think that is proper.

Senator CHILFS. The figures that I have heard is that we are talking
about opening up around 20 percent of our $90 billion-plus Federal
procurement with the code provisions that are there.

Have you all got any figures of what you expect or how you expect
that 20 percent to be affected in regard to small businesses, how that
small business will be affected by this?

Mr. WIRSTROM. I think you will find that in the attachments. I have
not developed each of these, but they have been and I have just been
told they are included.

Senator CHILES. We will review that. I want to thank you very much
for your testimony.

Mr. WIKSTRomI. Thank you for giving me the opportunity to be here.
Senator CIILES. We will recess our hearings subject to the call of the

Chair.
['Whereupon, at 5 p.m., Thursday, April 26, 1979, the subcommittee

was recessed, to reconvene subject to the call of the Chair.]

STATEMENT OF AMBABSADOB ROBERT S. STRAUSS, SPECIAL REPRESENTATIVE FOR
TRADE NEGO(IATION8

Chairman Chiles, Senator liblcoff, members of the Committee. I appreciate
this opportunity to discuss with you the results of the Multilateral Trade Nego-
tiations, and, in particular, the Agreement on Government PIrocurement.

The Government Procurement Agreement opens an enormous foreign market
that currently is largely closed to competition. For U.S. exporters, we estimate
this additional market to be worth about $20 billion, depending on our Japanese
negotiations. The Agreement on Government Procurement has tremendous, im-
mediate implications in real dollar terms.

We know that the 1T.8. is strong and competitive In many of the product lines
bought by foreign governments--in computers. sophisticated Ofce machines, sci-
entific instruments and other high technology Items. And that is why this code
is clearly to our advantage.
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Tough negotiation brought about this Agreement. The members of this Com-
mittee are well aware of the importance of public purchases to governments. Let
me set out some of the key points in this agreement.

Only signatories to the Agreement will have access to its benefits-no coun-
try is obliged to open its markets to parties which do not sign or adhere to the
Agreement. The Agreement applies only to purchases of 150,000 Special Draw-
ing Rights or more-roughly $190,000.

The code does not cover national security items, construction contracts, or
service cont-acts. Items purchased by the Department of Defense under the
Berry Amendment are not covered, among other purchases. In addition, this Code
does not effect the operation of our small and minority business programs.

We will also Implement, along with the Government Procurement Agreement,
part of the Agreement on Civil Alrcraft that provides for government-wide non-
discrimination in purchases of civilian aircraft. That agreement is enthusiasti-
cally supported by our aircraft industry.

TEXT

The text of this agreement Is the yardstick against which to measure its impact
on other participating countries. The text imposes the necessary obligations on
our trading partners to ensure open, transparent procurement systems.

In our negotiations, we drafter the tightest, most comprehensive code possible.
To do so in some cases meant less entity coverage in the final code. The text of
the Agreement achieves our goal.

To measure the effectiveness cf this text, we must consider the procurement
systems currently operating in other nations. In our own country, we maintain
an open system. Clearly established percentage preferences afford domestic sup-
pliers protection.

On the other hand, most foreign governments now shelter their domestic sup-
pliers behind "closed door" administrative procedures. We have built Into the
international agreement provisions which guarantee the opening of those closed
doors for the first time.

A series of obligations and procedural requirements in the Agreement achieve
open, transparent procurement practices. All parties to the Agreement are legally
obligated to treat suppliers from other signatory governments as favorably as
they treat domestic suppliers. The Agreement forbids parties from establishing
standards which would discriminate against foreign products. To ensure that
these basic legal obligations are observed, the Agreement contains extensive
technical procedural requirements detailing the procurement pro-ess.

Parties to the Agreement must accept bide from qualified suppliers from any
signatory country. In qualifying suppliers, the same criteria must be applied to
alU Interested suppliers.

Importantly. this Aereement requires covered government agencies in each
nation to publish a notice of each proposed purchase in sufficient time so that any
interested supplier may bid. This requirement is essential to opening public pur-
chasing. It would be Impossible for Interested suppliers to compete for a contract
without advance knowledge.

Furthermore, the Agreement details the Information which must he Included
In the notices. The information required ensures that no one supplier is privy
to more information than another. The tender document given to interested sup-
pliers is subject to similar requirements.

The Agreement details time limits for all aspects of the procurement process.
giving foreign suppliers the same opportunities as domestic suppliers. The Agree-
ment also provides rights of inquiry for suppliers throughout the procurement
process. These rights are another integral part of the Agreement which will
ensure its proper application. In establishing the obligations and procedures
which will open up closed procurement systems, we also had to build In en-
forcement wrocedures to ensure that the obligations are observed. The first and
most effective line of enforcement In this type of agreement is between the buyer
and the seller.

In addition to the procedural Inquiry rights during the individual procure-
ment process. an essential tool for enforcement is the availability of Information
once a contract has been awarded. The Agreement requires that the losing bidders
be informed within seven working days that a contract has been awarded. On
request, c losing bidder must be given full information on the award process.
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lie must be told why his bid was not selected and the relative merits of the
winning bid.

On a broader scale, the Agreement also contains provisions to monitor its
overall application by other signatories. Each party must provide to other parties
data on purchases made under the provisions of the Agreement and outside the
Agreement. In this Code we therefore have included provisions for two types
ot monitoring-(1) that on the level of individual contracts, and (2) that on
the level of the general operation of a government's procurement system.

Finally, the text provides effective procedures for dispute settlement at either
of the monitoring levels. The Agreement's dispute settlement procedures are
much tighter than those found In the GATT. Once a dispute reaches the Com-
mittee of signatories, a party to the dispute has the right to a panel within three
months. The panel normally must make a decision within four months. If the
losing party fails to follow the panel recommendations. the winning party can be
authorized to suspend, in whole or in part, the provisions of this Agreement.

The impact of these procedural changes will be much greater on our trading
partners than on the UTnited States. Our current procedures, except for minor
details, already conform to the code obligations. The Agreement will force open
the closed administrative systems of the other signatories. This was our objec-
tive. The obligations and procedures in the Agreement, if properly applied, will
ensure transparent procurement systems. As a necessary safeguard, however, the
provisions for monitoring application and settling disputes will ensure that the
Agreement is properly applied.

You have my word that this Administration will Insure that we take an aggres-
sive role in pursuing breaches of this Agreement. We have laid the groundwork to
ensure compliance with the code. We must now work to ensure that the provi-
sions are observed.

COVERAGE

The second major aspect of the Agreement is the coverage. It became clear
early in the negotiations that other countries were not in the position to initially
include the entire universe of public purchases in an internatonal agreement,
particularly if the agreement had any teeth. Accordingly, it was agreed to
negotiate a "balanced" coverage package. We would not include any more
quantitatively or qualitatively than we would receive. We have also built into
the Code provisions for expanding coverage on a reciprocal basis In the future.

Through the coverage. we can evaluate more precisely the Agreement's impact
on the United States, both through what we have included and what we have
received. As I have pointed out, in total export potential, a foreign market esti-
mated at $20 billion. depending on our Japanese ilegotlations, is being opened
to U.S. firms for the first time. It is our intention to see that this new market
is open to all American businesses, both small and large.

In the case of the Japanese. as you know. we have decided that their coverage
hoth quantitatively and qualitatively does not match ours. Unless their coverage
is improved, the United States will not apply this Agreement to Japan. and we
have so indicated to them just yesterday. We would welcome Japanese participa-
tion in this Code, but it must be on the basis of reciprocity both in quality and
quantity.

These are two additional aspects of the United States' coverage which war-
rant specific attention: (1) national security, and (2) smail/minority businesses.

NATIONAL SIKURTI '

The Agreement excludes purchases of items essential to national security. A
very significant portion of DOD purchases wili be excluded under this provision.
Among those items to be excluded by this National Security provision are pur-
chases for such items as combat aircraft, weapon systems, guided missiles, and
all other military systems of a classified nature.

sMALL/mJoworTyr nusINzes

As you are well aware, another important issue is the impact of this Agree-
ment on small and minority business programs in the United States. I mentioned
earlier our belief that this Agreement will be of major benefit to American busi-
nesses. both large and small, because of the new markets opening up. Au part
of tt implementation of this Agreement, the Administration is working on a
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program to help small businemses take advantage of this market. We plan to
greatly expand export assistance for small and minority businesses. That assist-
ance can include direct contacts on pending tenders, translation facilities, and
direct assistance in dealing with foreign purchasing entities.

However, we recognize very clearly the possible impact of this Agreement on
small/minority business opportunities in the U.S. We have excluded our small
and minority business set-aside programs from the Code. This exclusion cuts
across all entities and products otherwise included in the United States offer.

cONcLUSION

The Agreement on Government Procurement brings purchases of products now
largely excluded from foreign competition into the international marketplace.
It brings discipline to an area exempt from any international control. I believe
the Agreement as drafted, with its initial coverage, constitutes a firm stepping
stone towards our long-term obaective of fair access to all major procurement
markets. Through this Agreement we will begin for the first time to receive
fair and open treatment from other nations without major changes in our own
system.

I will be happy to answer any questions.

THe SPECIAL REPRESENTATIVE FOn TRADE NEGOTIATIONS,
Washington, D.C., June 12. 1979.

Hon. LAWTON CHILES.
U.S. Senate, Washington, D.C.

Dras 8sNATOa CHXas: Since receipt of your letter of May 7, our staffs have
been working very closely on the subject areas raised by your questions and have
been translating this into the implementing legislation on which work was com-
pleted last week. The attached responses record and amplify on mucL of the staff
discussions.

Please call upon me If there should be any further need.
Sincerely,

ROBERT S. STRAUSS.

1. I would go further and say that if there is not vigorous enforcement of the
code, it will not be worth the paper on which it is written. The code is structured
so that it will be largely self policing. Suppliers have the right to make inquiry,
and receive satisfactory answers, at any stage in the procurement process.
Equivalents to our contracts appeals boards must be provided by procuring
agencies. Consequently we expect that few cases will fail to be resolved by the
potential supplier himself. For those few which do escalate beyond this point we
have reeours to bilateral consultation.s with the offending government and,
should that fall to resolve the issue, we can go to the multilateral dispute mecha-
nism also provided by the code.

STR has an enviable record of handling a great volume of business with an
even smaller staff than we now have available through use of the interagency
trade agreements machinery which we direct. The negotiating positions for the
code were developed by a subcommittee of the Trade Policy Staff Committee
composed of both procurement experts and trade experts from a number of other
agencies. We have no doubt that this same subcommittee can provide the staff
work to process the anticipated volume of cases expeditiously.

2. The procurement code took so long to negotiate because we insisted that it
had to contain basic rules. clearly written, to insure that there would be trans-
parency and honesty in the procurement process. Wo must recognize that, In
spite of such a massive effort. no intPrnAtlonal agreement can cover all con-
tingeneles nor be free of normative rules which give some leeway for Interpreta-
tion. Consequently one can anticipate that those cases which escalate to a
bilateral or multilateral dispute level will involve disputes over interpretation of
the intent and meaning of the rules provided. It would be impossible to anticipate
the nature of such cases. Clearly though, there will have to be Judgment calls
as to the validity of cases raised by our suppliers and the desirability of
prosecuting such complaints.

We do not believe that the type of issues covered by Sectlon 801 lend them-
selves to court review. For example, a case might he brought under Section 801
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that OPEC oil pricing policies are "unreasonable". In such a case the President
might well determine that Section 801 action is not in the national interest. For
these types of issues, we believe that requiring the Administration to publish
its reasons for taking-or not taking-action provides appropriate public and
Congressional review over Administration actions on Section 301 cases. We were
pleased that the Congressional recommendations on our proposed implementation
bill were consistent with this view.

The President may seek the advice of the ITC on the domestic effects of particu.
lar cases.

3. As pointed out earlier, the procurement code is notable in that it provides
detailed rules for the processing of individual procurements. Clearly violations
of those rules are "nullification and impairment". As indicated earlier there will
have to be interpretations in those areas of the code where something better than
a normative rule was not possible. Those cases processed in such circumstances
will have to be based to a large degree on impairment of rights and violation of
the intent of the code.

As the negotiating arm of the government, STR will present U.S. complaints
internationally. We obviously will staff such efforts with U.S. experts in both the
procurement and trade fields. While the business complainant could not bh
physically present in the intergovernmental proceedings, he will of course be
fully aware of the developments.

We will work toward publication of the rulings and reports of the dispute
settlement processes. Whether or not we are successful in obtaining publication,
the code assures that prior decisions and rulings will be precedents for new
cases.

4. The Code (not the GATT) provides the time limits for resolution of disputes
and other devices for minimizing stalling tactics. In an agreement such as this,
no government, including the U.S., is prepared to give up that degr( of sover-
eignty which would result in somethiug more akin to the judicial process. Con-
sequently, provisional measures, such as a temporary injunction will not be avail-
able, and in the final analysis, the weight of international concensus pressures
will have to be utilized to bring about a satisfactory result. Recognizing all limit-
ing factors we have been prudent to the point of insuring that, failing all other
alternatives, we can withdraw from the agreement by giving 90 days notice to
the other signatory governments.

5. The operative U.S. statute is 10 U.S.C. 2313. There is nothing in the code to
prevent us from continuing to apply this requirement as a condition for bidding
for both foreign and American firms.

6. The Procurement Code does not require us to afford special treatment to
LDCs. Therefore, in deciding whether we wish to provide special treatment we
are free to decide which LDCs we would wish to provide it to and the nature of
such treatment. One possible form oif assistance we could provide would be help
in drafting procurement regulations. This form of assistance may be of consider-
able benefit to U.S. exporters.

7. The Code's provisions for "national treatment" require us to treat foreign
firms the same as dbmestic firms. Therefore, we could not bar foreign firms from
countries which are parties to the Agreement from access to GAO. However, GAO
and the inter-agency panel serve two different functions. GAO reviews complaints
as to whether U.S. laws and regulations are being followed properly. The inter-
agency panel would review complaints as to whether a particular U.S. procure-
men was contrary to our obligations under the procurement practice was contrary
to our obligations under the procurement Code. Therefore, foreign firms would
have the ability to go forum shoppirg.

8. The implementing legislation now provides that the existing advisory struc-
ture will be continued. Consequently, industry, labor, agriculture, and the Con-
gress will be consulted in any review of the code. In accordance with the Congres-
sional recommendations received during our consultations on the implementing
legislation, the Administration would have to consult with the Congress and pri-
vate sector before making any changes in the coverage of the code. The Con-
gr-ssional approval procedures of Section 102 of the Trade Act of 1974 could be
available should there be any substantive changes in the code itself.

9. Code benefits will only be extended to those suppliers from other countries
who adhere to the code. There will be no free ride provided. The one exception
is that contained in the implementing legislation which provides that the Priei-
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dent may extend benefits to least developed countries, e.g. Bangladesh, Chad,
Central African Republic.

MXmoaANDuY-APaL 25, 1979

To: Members of the Committee on Governmental Affairs.
From: Ell.
Subject: Consideration of Legislation to Implement the Multilateral Trade Agree-

ments-Procurement Code-Briefing by STR Ambassador Strauss.
As indicated earlier. the Committee on Governmental Affairs has a major

interest and responsibility with respect to proposed legislation to implement
the provisions of the Procurement Code contained in the Multilateral Trade
Agreements.

On Thursday, April 26, 1979, at 1:30 p.m. Ambassador Robert S. Strauss, Spe-
cial Representative for Trade Negotiations, will brief the Committee at a closed
session with respect to legislation required to implement the Agreements. At 2:30
p.m., the Committee will hold a public hearing on the proposed legislation, re-
ceiving testimony from representatives of industry, labor and small business.
Members will have an opportunity to question Ambassador Strauss during the
closed portion of the briefing.

The Procurement Code creates an international obligation among the parties
to it to refrain from discriminating against non-domestic suppliers and products
in their procurements which are unrelated to national security and to certain
other procurements which are Involved in specified Federal programs. Thus, the
Code would apply only to procurements by specified Federal departments and
agencies (referred to as "entities") and only for their own use. Further, the Code
will apply only to contracts in excess of the threshold amount of $190,000.

The Procurement Code will specifically exclude from coverage the "Berry
Amendment" types of restrictions, thus enabling the Department of Defense to
continue to purchase, solely from U.S. sources, its needs for textiles, clothing,
shoes, food, stainless steel flatware, certain specialty metals, buses, ships, hulls
and superstructures. Similarly, hand tools, which now have a 50 percent differ-
ential In favor of domestic suppliers for all procurements, will probably not be
affected by the Code. Prison-made and blind-made goods. cargo transportation
preferences and buy-national restrictions maintained by State and local govern-
ments will not be affected. Code obliaations will not apply to Federal grant funds,
school lunch programs, AID purchases and purchases by the Department of
Agriculture for ag..cultural support programs or human feeding.

If the United States adheres to this Code, amendments or waivers will be re-
quired with respect to the following statutes which have been identified to date:

1. The Buy American Act (41 U.S.C. 10a-10d), as implemented by Executive
Orders. This Act generally grants domestic sources a preference when considera-
tion is made of bids on products procured for public use within the United States.
It appears that the requirements of the Procurement Code can be satisfied by
authorizing a waiver of its requirements in appropriate situations and no further
amendment would be required.

2. Labor Surplus Area Set-Asides (15 U.S.C. 644(d)). This statute requires all
Federal departments and agencies to give priority in awarding contracts and
placing subcontracts to concerns within areas or concentrated unemployment,
underemployment and labor surplus.

It appears that, with respect to set-asides and preferences for businesses in
labor surplus areas, the requirements of the Procurement Code can be met by
authorizing the President to waive the preferences and set-asides in appropriate
situations. This would have the advantage of "taking the heat" off Congress and
placing the responsibility on the President. An alternative would he amendments
to the pertinent statutes which would provide that the restrictive provi.ions
would not apply to entities and contracts which are covered by the Procurement
Code.

It should be noted that the Procurement Code ordinally covered small bsliness
and minority enterprises and would have required amendment or waiver of
statutes providing for set-asldes and preferences for them. However, following
an "uproar" by the small business and minority enterprise community. and
threats by House Members concerned with such problems. the Administrator
has renegotiated portions of the Multilateral Trade Agreement so as to exclude
small buslr.ess and minority enterprises from Code coverage.
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MEuMORANDUm-APRIL 25, 1979

To: Committee members.
From: Committee staff.
Re Overview of the Government Procurement Code.

The Government Procurement Code provides for national and most-favored-
nation treatment between signatory governments for procurements by govern-
mental entities listed in Annex I of the Code for all of their procurement con-
tracts of a value of 150,000 SRDsI (approximately $193,000) or more. The Code
applies only to the procurement of products, but includes services incidental to
the supply of products which do not exceed the value of the products. It does
not cover service contracts. The Code contains an exception relating to the pro-
curement of arms, ammunition, was materials, and procurements indispensable
for national security or national defense purposes as well as an exception for
measures necessary to protect public morals, order or safety, human, animal or
plant life, industrial and commercial property, or relating to the products of
handicapped persons, of philanthropic institutions or of prison labor. The Code
also does not cover construction contracts, or purchases by ministries of agricul-
ture for farm price support programs and for human feeding programs.

Discrimination against U.S. suppliers in foreign procurement markets is largely
addressed in the Code by requiring transparent application of procurement pro-
cedures which largely conform to the existing U.S. procurement system. As a
result, only minimal changes will be required in U.S. procedures. Current U.S.
discriminations against foreign purchases (Buy American preferences) would
be eliminated subject to a number of exclusions and only with respect to pur-
chases specifically covered by the Code.

CODE COVEBAGE
1. The Code covers:
(a) Only the purchase of goods,
(b) Only those purchases of gods made by certain government agencies, (for

their own use) that is, those agencies offered in the U.S. "entity list" in Annex
I to the Code.

(c) Only those purchases of goods by the offered agencies that are above a
threshold of approximately $190,000.

2. The Code does not cover:
(a) all national security items;
(b) all construction contracts;
(c) all service contracts (the Code does include services Incidental to the

purchase of goods, but will not affect U.S. cargo preference legislation);
(d) certain items purchased by the DOD ("Berry Amendment" types of re-

strictions for textiles, clothing, shoes, food, stainless steel flatware, certain
specialty metals, buses, hand tools, ships, and ship components):

(e) tied-aid procurements under AID foreign asaistar'e programs;
(f) all purchases by non-covered entities (D1O, DOE. Bureau of Reclama-

tion. Army Corp of Engineers. TVA. GSA's ADTS. Region 9. National Tool
Center. COMSAT. AMTRAK, CONRAIL. and U.S. Postal Service):

(g) all purchases by State and local governments. Including purchases by
State and local authorities with the use of Federal funds;

(h) all purchases under small/minority business set aside programs, al-
though labor surplus area set asides are covered; and

(I) purchases by Department of Agriculture for farm support programs and
human feeding programs.

The U.S. agencies covered by the Code are included as Annex I to the Code.

SUBIRTANTIVE OBLIGATIONS

The universal commitment of the Code is to accord national and moat-
favored-nation treatment to the suppliers and products of all parties to the
Code. The national treatment and MFN principles are further repeated in re-
lation to specific obligations found elsewhere In the Agreement; for example, In
qualifying suppliers, maintaining selective lists of suppliers. opening and con-
sideration of bids, and in single tendering. The MFN obligation is a conditional

8IlDlt (8peclial Drawin Right) II IMF's international reserve currency based on a basket
of 16 different eurrences. It's value floats daily.
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one-only parties to the Code are entitled to its benefits. However. least-
developed nations are entitled to the Code's benefits without adhering to It.

Other parts of the Code address the barriers raised by practices associated
with administering procurements. In particular, an attempt is made to render
the procedures as transparent as possible by ensuring that necessary procure-
ment information is available and that certain minimum ground rules are
universally observed. Thus, specific information must be made available with
regard to contracting opportunities and qualification of suppliers, and oppor-
tunities must remain open sufficiently long to account for foreign suppliers
(Part V).

Other provisions require the use of internationally recognized specifications
where possible (Part IV), discourage the use of single tendering, and prescribe
accepted methods of tender, evaluation and award (Part V). F arther. "pertinent"
information must be disclosed to disappointed tenderers and their governments
(Part VI). The attempt to secure openness and regularity through such pio-
visions as these reflects the desire to construct a self-policing agreement.
Whether the attempt is successful is partially contingent on the manner in
which the parties exercise the discretion vested in them by tOe qualifications
modifying the Code's obligations; for example, a party need only release
"pertinent" information to an unsuccessful bidder, as noted above.

Besides the obligations imposed with respect to all procurements, the parties
undertake specific responsibillties regarding developing and least-developed
countries (Part III). In general, these involve the recognition of the special
concerns of such nations with encouraging the growth of their domestic in-
dustrial base and safeguarding their balance of payments position. To this end,
the developed nations parties to the Code will accept less In the way of coverage
and more derogations in obligations, while undertaking to provide special tech-
nical assistance to these nations in nrocurement matters.

DISPUTE SETTLESIENT

The Code is designed to be self-policing, in an attempt to avoid cumbersome
and often inconlDisire dispute settl-r,-lnt procedures which would be of little
value once an award has been made. Yhis. specifle rules are set forth concern-
ing the qualification, tendering, and awards process (Part V). Certain informa-
tion surrounding these procurements steps must I)e readily available (Part VI).
These transparency requirements are designed to discourage disputed from
arising in the first instance by subjecting the parties to maximum public scrutiny
with the resulting tendency to adhere to the community consensus on proper
administration of its obligations,

If a tenderer is dissatislfed with a party's compliance with the rules. the
Code provides a two-tier dispute settlement process. First, the supplier must
seek information surrounding the procurement from the government involved:
if he is dissatisfied. his government may intercede on his behalf to obtain
further information (Part VI). The Administration Is proposing to revise sec-
tion 301 of the Trade Act of 1974 to provide a mechanism for handling domestic
complaints concerning all of the codes.

The second tier of the process involves the formation of ad hoc panels to
study dispi, res failing bilateral consultation among the concerned parties (Part
VII). This process may be invoked whenever a party considers that benefits
arising from the Code are being nullified or impaired or that the Code's objec-
tives are being impeded by conduct of another party. The concept is analogous
to that found in the GATT: further. the precise procedures mirror those found
In the Frameworks Understanding, also currently under negotiation, which is
intended as a statement of GATT practices. Because the Code apparently does
not amend the GATT. and thus will not Iecome a part of it. the sanctions possi-
bly obtainable under GAIT procedures are apparently unavailable here. Rather,
as an ultimate remedy a party may be authorized to suspend application of the
Code with respect to the offending party or parties.

ADMrIISTRATION

The Code is to be administered by a Committee on Government Procurement.
composed of representatives from each of the parties. The primary functions of
the Committee are to facilitate the dispute settlement process, and to conduct
reviews and negotiations of the operation of the Agreement pertaining to ex-
panded coverage and necessary improvements.
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'o: Covernmental Affairs Committee.
From: Committee staff.
Re United States Government procurement practices.

Two statutes govern the purchase of products and services by the Federal
Governme; c. the Armed Services Procurement Act of 1947 (for military activi-
ties) and tue Federal Property and Administrative Scivices Act (for civilian
activities).

Both laws state a preference for formal advertising (or sealed bidding) but
a&low negotiations (competitive or sole source) to be used in specified circum-
stances. All impending government purchases must be adve.i-sed in the "Com-
merce Business Daily" (with exceptions fer classified iteme, 'd all Procure-
ment regulations and agency practices are published and avalla . to interstate
bidders. U.S. law requires all bids to be opened publicly; in negot.ated procure-
ments, all competitors must be treated in the same manner. If negotiations are
held with any one competitor, they must be held with all competi:ors. Both
executive agencies and the GAO have access to a contractor's re'ords, and
aggrieved bidders are allowed to file bid protests with the Comptroller General.

Govcrnment procurement has been used as a tool to promote social and economic
policies. Perhaps the best known device in this area is the small business and
the minority business set-a-lde. These programs allow government agencies to
limit competition for government contracts to small business or to minority
businesses. Awards of prime contracts to small business usually are about twenty
percent of the total value of all contracts awarded; contractor awards to minor-
ity business usually total about one percent.

The Administration had originally proposed eliminating small business and
minority business activities for certain types of contracts, but has not changed
its position and plans to retain these set-asides.

Several other items gover. the purchase of specific commodities by the federal
government: like stainless steel flatware, or purchases from the blind. In large
part, these items have been "exempted" from the provisions of the international
Procurement Code. The attached schedule lists these laws, and discusses their
proposed treatment under the Code.

EISTTING LAWS WHICH WILL NOT BE AFFECTED BY THE CODE

1. All purchases less than $190,000 and all purchases for services and construc-
tion are excluded from the Code. All purchases for national security items are
exempted.

2. Small and Minority Business Set-Asides: that is, purchases reserved ex-
clusively for small and minority businesses, are excluded from the Code.

3. Defense Department Purchases: for textiles, clothing, shoes, food, stainless
steel flatware, certain speciality metals, buses, ships and components of all the
above will not be afsected by the Code. Under the Berry Amendment, they will
continue to be purchased exclusively from U.S. businesses.

4. Hland-tools: The current fifty percent bid differential in favor of U.S. sup-
pliers will not be affected by the Code.

5. Prison and Blind made Goods are excluded from the Code.
6. Cargo Transportation Preferences for U.S. vessels are excluded from the

sale.
7. State and Local Government purchases are excluded from the Code.
8. Purchases made by State and Local governments with Federal Grant funds

(e.g. Clean Water Act) are excluded from the Code.

To: Governmental Affairs Committee members.
From: Committee staff.
Re multilateral trade negotiation hearings.

Section 151 of the Trade Act of 1974 (Pub. L. 93-618) requires the President
to submit any non-tariff trade agreements to the Congress for approval. The
agreements are incorporated into a bill which amends current U.S. laws and
administrative procedures to conform with the agreements. This bill, once sub-
mitted, cannot be amended and must he considered under expedited procedures.

In order to give the Congressional committees with jurisdiction over the subject
matter of these agreements a chance to review them, a "consultation period"
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prior to actual introduction was created. During this period, Committees meet
in closed sesason with the trade negotiation team to reconcile any potential prob-
lem areas in the proposed implementing legislation. This consultation period
probably will end sometime in May.

Since the Governmental Affalrsa Committee has jurisdiction over Government
Procurement, It has been asked by the Finance Committee to review one of the
non-tariff codes: the International Procurement Code. The April 26th hearing is
the first step in that review. Ambassador Strauss and representatives from
business, labor and small business will set out the scope of the Code, and its
substantive provisions. The issues raised in the hearing will allow the Committee
to identify those areas which need to he addressed when the Committee develops
its recommendations for the implementing legislation.

Xegotiatihns to create an linternatzoiral l'rocurement Code have been under-
way for over a decade. The Code recognizes that government procurement is a
large market ($90 billion in the U.S. last year) and that restrictive government
purchasing practices act as a barrier to free trade. The United States is unique
in government procurement because it publishes its procurement regulations.
advertizes impending opportunities, and provides for review of agency procure-
ment practices by the General Accounting Office and the courts. Other counti'ies
usually operate informally; they do not advertize procurement opportunities
nor do they publish their procurement regulations. The effort is to limit oppor-
tunities for foreign Iidders to win government cnntraets.

The International Procurement Code establishes guidelines to which all signa-
torv nations nlmut nahere. The stres4 Is on ri:!,lished rezulations. non-discriLri-
natory treatment of foreign bidders and prohibition of impending procurement
opportunities. A somewhat elaborate mechanism for resolving disputes between
signatory nations which arise froml alleged violations of the code is established.

Rome of the issues which the Committee may wish to focus on are listed
below:

1. None of the countries are "opening up" their entire procurement systems
to foreign competition. (The United States "offer" will be about $20 billion).
The size and the nature of each nation's offer (e.g. will Japan allow foreign
bids on its telecommunications purchases?) has not been resolved.

2. How will U.S. procurement for agencies not included In the U.S. offer be
handled? Currently, a six percent "Buy American" price differential is favorably
applied to all bills received from U.S. bidders. Should that differential be
modified ?

3. The Code provides for the resoiltlon of disputes involving the Procurement
Code. The disputes procedures are on a country-to-country basis however. A
I'.S. company who feels that a foreign government is violating that Code must
petition the STR to carry its complaint through the process. How the STR
decides whichl complaints to carry forward (and the role the aggrieved U.S.
business plays in the disputes process1 has been a source of concern with some
business.

4. The Pr,,ocurement Code will open foreilen markets of $20 billion to U.S.
businesses. What assistance will be provided to U.S. business seeking to win
foreign government controls is not clear.

The agencies which will he charged with administering the Procurement Code
and with reporting and assisting V.S. bidders should be identified.

MTN IMPLEMENTATIOx GOv'EBRMENT PROCUREMYENT CODE

I. SUMMARY

The Government Procurement Code provides for national treatment and non-
discrimination between signatory uovernments for procurements by govern-
mental entities listed in Annex I of the Code for all of their procurement con-
tracts of a value of 150,000 SRDs 1 (approximately $190,000) or more. The Code
aldllies only to the procurement of products, including services incidental to
the supply of products which do not exceed the value of the products. It does

I8DR (Special Drawing Right) is IMF"s International reserve currency based on a basket
of 16 different currencies.

50-933 0 - 79 - 9
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not cover service contracts. The Code contains an exception relating to the pro-
curement of arms, ammunition, war materials, and procurements Indispensible
for national security or national defense purposes as well as an exception for
measures necessary to protect public morals, order or safety, human and animal
life, and plant life, Industrial and commercial property, or relating to the
products of handicapped persons, of philanthropic institutions or of prison labor.
The Code does not cover construction contracts. Purchases by ministries of
agriculture for farm price support programs and for human feeding proF Ams
are similarly not subject to the Code.

Discrimination against U.S. suppliers In foreign procurement markets is
largely addressed in the Code by requiring open and transparent application of
procurement procedures which largely conform to the existing U.S. procurement
system. As a result of this, only minimal changes will be required in U.S. pro-
cedures. Current U.S. discriminations against foreign purchases (Buy Ameri-
can preference) would be eliminated subject to a number exclusions and only
with respect to purchases specifically covered by the Code.

Code coterage
1. The Code covers:
(a) Only the purchase of goods;
(b) Only those purchases of goods made by certain government aeencles,

(for their own use) that is, those agencies offered In the U.S. "entity list." in
Annex I to the Code.

(c) Only those purchases of goods by the offered agencies that are above a
threshold of approximately $190,000.

2. The Codes does not cover:
(a) All national security items;
(b) All construction contracts;
(e) All service contracts (the Code does include services incidental to th,

purchase of goods, but will not affect TT.S. cargo preference legislation);
(d) Certain items purchased by the DOD ("Berry Amendment" types of re-

strictions for textiles, clothing, shoes, food, stainless steel flatware, certain
specialty metals, buses, hand tools, ships, and ship components):

(e) Tied-aid procurements under AID foreign assistance programs;
(f) All purchases by non-covered entities (DOT, DOE, Bureau of Reclamation,

Army Corps of Engineers, TVA, GSA's ADTS, Region 9, National Tool Center,
Comsat, Amtrak, Conrail, U.8. and Postal Service);

(g) All purchases by State and local governments, including purchases by
State and local authorities with the use of Federal funds;

(h) All purchases under small/minority business set aside programs;
(1) Purchases by Department of Agriculture for farm support programs and

human feeding programs.
The U.S. agencies covered by the Code are Included as an Annex to the Code.

1. PROPOsED LEGISLATIVE CHANGES

A. Authority will be established for the President to waive discriminatory
purchasing requirements for procurements covered by the Code. This will author-
ise the adjustment of the threshold to account for changes in the dollar relative
to SDRs. Such a waiver authority would encompass future expansions of Code
coverage subject to Congressional review procedures under the proposal for con-
tinuing current negotiating authority.

B. For non-covered procurements (i.e. below threshold and for non-covered
entities and products), authority will implicitly be retained for the President
to continue the present application of the Buy American Act for all foreign
suppliers This will be included in the statement of Administrative action.

C. For procurements covered by the Code authority will be given to the Presi-
dent to prohibit receipt of bids from non-signatory suppliers. The prohibition
would not take effect for two years for countries that are not "major industrial
countries," as defined In Section 126 of the Trade Act of 1974. The prohibition
could be waived, for coluntries that are not "major Industrial countries."

By the President for countries that apply the code de facto or agree to phase
It in on a schedule acceptable to the President.

By the President for countries that enter into a bilateral arrangement with
the U.S. providing for reciprocal treatment in government procurements.

By the President for least developed countries.
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In addition, the prohibition could be waived for any country:
By an agency head on a case-by-case basis on Individual contracts when in

the public Interest-
By the Secretary of Defense for Department of Defense purchases from coun-

tries that enter into a reciprocal procurement agreement with DOD.
All such waivers will be made subject to interagency review. General policy

guidance for case by case waivers will be prepared by an interagency group.
F. Authority will be established for verifying the certification of the origin of

products by the procuring entity or the Customs Service, and establish or refer
to existing authority to impose penalties for false certifications.

G. A procedure for responding to U.S. snppliers complaints against the pr.-
curement practices of other Code signatories will be established as part of a
common system for enforcing all MTN Codes. (Attached)

lL STATEMENT OF ADMINIsTRATIE AoTION

Regulatory changes required are minimal and are listed on Attachment II.
The Code's time period for keeping bids open will have to be reflected in the
U.S. regulations. All bidders on contracts of a value above the Code's threshold
will be required to certify the country or origin of the goods they propose to
supply under the contract. Penalties will be prescribed for false certifications.
Customs Regulations will have to be amended to provide for prompt rulings or
advice by Customs when tquestions arise concerning *he country of origin of the
products.

Technical assistance on government procurement to developing countries will
be accomplished by responding to requests from developing countries to signa-
tory governments on particular country procurement contracts or relating to
the signatory government's overall procurement system. Such inquiries will be
handled by each procurement entity's existing procedures or directed to the
Office of feral Procurement Policy. Full rights of inquiry by the supplier at
any point the procurement process and an obligation on the part of the procur-
ing agency to provide full and timely responses thereto will be required. An
administrative machinery to resolve disputes during this process will be main-
tained. International cooperation by signatories may also be appropriate.

For covered purchases (from signatories, covered entity, above threshold, not
subject an exclusion) the President will waive the application of all U.S. law
discriminating against foreign suppliers from signatory countries. For non-
covered procurements, the President will continue the present application of all
existing U.S. law that discriminates in favor of any domestic supplier, including,
for example, the 6 percent and 12 percent Buy American differential (50%0 for
DOD).

For procurements covered by the Code, non-signatories will be prohibited from
bidding, subject to the qualifications in part II.c. above.

The Code provides for annual reviews of its operation, and for further negotia-
tions not later than the end of the third year after its entry into force. The
Administration contemplates corresponding domestic reviews of the operation of
the Code in advance of the interrational reviews and negotiations.

A program to facilitate exports, particularly by small and minority businesses,
will be established.

Iv. ET1ECT8 ON U.S. LAW

Elseting Legislation Which Will Be Affected by Code Buy American Act --
The existing 6 percent differential in favor of domesie sources (increased to
12 percent if involving small business or labor surplus area) and the 50 percent
differential for all DOD procurements (and for all other federal agencies for
procurements for use outside the U.S.) will be waived for entities on the U.S. list
for goods originating in all code signatory countries when the value of the con-
tract is 150,000 SDRs or greater. Buy American percentage preference below this
threshold will not be affected by the Code. Regardless of the contract size, sup-
pliers of goods originating irn countries which have not signed the Code are not
entitled to Code benefits.

Labor Surplus Set Ar,ide#--Will be waived for covered purchases.
C. Related LcglaltRon Which Will Not Be Affected by Code

41 U.8.C. 10. and E.0. 10582 of Dee. 17, 1954.
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1. small Busaess aid Minority Business Programs '--Set-aside, that is, pur-
chases reserved for small and minority businesses are excluded from the Code's
coverage.

2. "Berry Amendment" Types of Restrictions on DOD '-DOD coverage will
be limited so that it will continue to purchase, solely from U.S. sources, its
needs for textiles, clothing, shoes, food, stainless steel flatware, certain specialty
metals, buses,' ships, and components thereof.'

3. Hand Tools'--Fifty percent differential in favor of domestic suppliers for
all procurements of hand tools will not be affected because purchasing entities
are not covered.

4. Pryson- and Blind-Made Goods ' are an exception to Code coverage.
5. Cargo Transportation Preferences' are not deemed to be covered as a service

"incidental" to a procurement.
6. Purchases by State and Local Governments are not covered since the Code

obligates the U.8. government only to inform regional and local governments of
the principles and rules of the Code and draw their attention to the overall
lbenefits of liberalization ,overnment procurement.

7. Federal Grant Funds to State and Local--The Code is intended to apply
solely to purchases by covered entities for their own use. The purchases result-
ing from grant funds under such legislation as the Surface Transportation Act,
the Jobs Act, and Clean Water Act. are made by State and local governments.

V. RECOMMENDATION ON THE APPLICATION OF THE CODE TO NON-SIGNATORIES

The Administration recommends that no legislative requirement for discrlmi-
natior be enacted, but rather that the President be authorized to establish for
suppliers from non-signatories discriminatory preferences or prohibitions on sub-
mitting bids (see related limitations in Section II above).

ATTACHMENT I
(Text of code.)

ATTACHMENT II

Changes in U.S. Procurement Regulations required by the following under-
scored provisions of the Government Procurement Code:

Part V-tendering procedures
1. Para 4. Section I, part 10 of both the DAR and FPR which cover synopsis

In Commerce Business Daily would have to be expanded to add language in
which tender must be submitted.

2. Para 6. Would necessitate a new regulation to require annual publication of
bidders lists. (Titles only)

3. Para 10. Would require revision of DAR sand FPR, Section 2, part 201 and
Section 3, to specify 30 day minimum bidding time. However, FAR will incorpo-
rate 80 day requirement, so this may be rAcomplished before code becomes
effective.

4. Para 12. Tender documentation would require revision of both Section 2
(formal advertising) and Section 3 (negotiated procurement) of DAR and FPR
to include "language in which tenders must be submitted."

Part VI'-nformation and rcvitw
1. Para 8. DAR and FPR Section 3-508.3 require "prompt notification" to un-

successful offerors. Seven day maximum would have to be added to this to con-
form to the Code.

Rule of oripfin-DAR and FPR will have to provide that bidders must certify
as to origin of goods to be supplied. Customs service regulations will have to be
a mended to effect that service will provide prompt advisory opinions.

Threshold-New regulation will ha.,- to be provided regarding dollar ecq Jiva-
lent of 150,000 SDR threshold.

9 15 U.8.C. 687 and Implementinr laws and regulations. Public arw 9F--07T.I DOD APproprlations Act. Public Law 95-457.
' Public Law 90-400. See. 404.
'Byrnes-Tollefaon Amendment to DOD Approprlatiuns Aet.
'08A APpropriatlon. Act.
18 U.S.C. 4124 and 41 n.8.C. 48.
n10 U.S.C. 2631.46 U.8.C. 1241(b)(1). Internatlonal Air Transportatlon Fair Competl-

tire Practices Act of 1974 (Public Law 92-628).
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ADMINISTRATION PROPOSAL

Enforcement of U.S. Rights Under MTN Codes and other Section 301 Actions.

A. Procedures applicable to all cases
1. Filing--An interested party may file a complaint with STR.
2. Initiation of Procedures-STR must respond to the complaint within 45 days

by either beginning a formal section 301 proceeding, or by publishing the sub-
stantive reasons why it will not pursue the complaint.

3. Hearings--If requested by petitioner, STR shall hold hearings within 60
days of Initiating a case or on a mutually agreeable date thereafter.

B. Further proccdures for cases brought under MTN Codes or GATT
1. On initiation of the formal proceedings (within 45 days of receipt) STR

must also begin international consultations and, if necessary, proceed with formal
the dispute settlement.

2. On cases brought under the subsidy code-
Within 7 months (for export subsidy case) or 8 months (for any other case)

after deciding to begin a formal proceeding, the STR must recommend to the
President whether b- should take action domestically (e.g., impose offsetting im-
port restrictions).

Within 30 days after receipt of STR recommendation, the President must de-
cide whether to take action, but need not announce the timing for such action.
Hie decision and reasons therefore must be published.

8. On cases brought under other MTN codes or under GATT provisions--
Within 80 days of the decision of the international dispute settlement mecha-

nism, STR must recommend to the President whether he should take action
domestically.

Within 30 days after receipt of the 8TR's recommendation, the President must
decide whether to take action and publish his decision.
C. Further procedures for other section 301 complaints

1. Within 6 months of the initiation of formal proceedings, STR must publish a
statement of its intended course of action.

2. Thereafter, each six months 8TR must publish an update of status of case.
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PREAM4LE

Parties to this Agreement,

Considering that Ministers agreed in the Tokyo Declaration of
14 September 1973 that comprehenoive Multilateral Trade Negotiations 'n the
framework of GATT should aim, inter alia, to reduce or eliminate non-tariff
measures or, where this is not appropriate, their trade restricting or
distorting effects, and to bring such measures tnder mcre effective
international discipline;

Considerian that Ministers also agreed that negotiations should aim to
secure additionel benefits for the international trade of ieveloping
countries, and recognized the importance of the application of differential
measures in ways which will provide special and more favourable treatment
for thea where this is feasible and appropriate;

Recomnizina that in order to achieve their economic and social
objectives to implement prograes and policies of economic development
aimed at raieing the standard of living of their people, taking into account
their balance-of-payments position, developing countries may need to adopt
agreed differential mesaures;

Considering that Ministers in the Tokyo Declaration recognized that
the particular situation and problems of the least developed among the
developing countries shall be given special attention and stressed the
need to ensure that these countries receive special treatment in the context
of any general or specific measures taken in favour of the developing
countries during the negotiations;

Recoanizine the need to establish an agreed international framevork of
rights and obligations with respect to laws, regulations, procedures and
practices regarding government procurement with a viev to achieving greater
liberalization and expansion of world trade and improving the international
framework for the conduct of world trade;

Reconizing that laws, regulations, procedures and practices regarding
pverment procurement should not be prepared, adopted or applied to foreign
or domestic products and to foreign or domestic suppliers so as to afford
protection to domestic products or suppliers and should not discriminate
anong foreign products or suppliers;

Reco.nizing that it is desirable to provide transparency of laws,
regulations, procedures and practices regarding government procurement;

Recogizing the need to establish international notification, consulta-
tion, surveillance and dispute settlement procedures with a view to ensuring
a fir, prompt and effective enforcement of the international provisions on
government procurement and to maintain the balance of rights and obligations
at the highest possible level;

eerby agree as follows:
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PART I

Scope and Cover.ge

1. This Agreement applies to:

(a) any law, regulation, procedure and practice regarding the procure-
ment of products by the entitiesl subject to this Agreement. This
includes services incidental to the supply of products if the value of
these incidental services does not exceed that of ite products them-
selves, but not service contracts per se;

(b) any procurement contract of a value of SDR 150,000 or mare. 2 No
procurement ree.uirament shall be divided vith the intent of reducing
the value of the resulting contracts below SDR 150,000. If an indi-
vidual requirement for the procurement of a product of the same type
results in the award of more than one contract or in contracts being
awarded in separate parts, the value of these recurring contracts in
the twelve months subsequent to the initial contract shall be the basis
for the application of this Agreement;

(c) procurement by the entities under the direct or' substantial control
of parties to this Agreement and other designated entities with respect
to their procurement procedures and practices. Until the review and
further negotiations referred to in the Final Provisions, the coverage
of this Agreement is specified by the lists of entities, and to the
extent that rectifications, modifications or amendments may have been
made, their successor entities, in Annex I.

2. Parties shall inform their entities not covered by this Agreement and
the regional and local governments and authorities within their territories
of the objectives, principles and rules of this Agreement, in particular the
rules on national treatment and non-discrimination, and dray their attention
to the overall benefits of liberalization of government procurement.

Throubhout this Agreement, the word entities is understood to include
agencies.

2 For contracts belov the threshold, the parties to this Agreement shall
consider, in accordance vith paragraph 6 of Part IX, the application in
whole or in part of this Agreement. In particular, they shall reviev the
procurement practices and procedures utilized and the application of non-
discrimination and transparency for such contracts in connexion with the
possible inclusion of contracts below the threshold in the Agreement.
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PART II

Ntional Treatment and Non-Discrimination

1. With respect to all lanv, regulations, procedures and practices
regarding govern ent procuremnt covered by this Agreent, parties to this
Agreement shall provid idiatel and unconditionally to the products and
sunZelis or other parties off sing products originating within the custom
territories (including free zones) of the parties to this Agreement
treatment no less favourable than:

(a) that accorded to domestic products and suppliers; and

(b) that accorded to products and suppliers of any other party.

2. Thb provisions of paragraph 1 shall not apply to custos duties and
charges of any kind imposed on or in connexion vith importation, the method
of levying such duties and charges, and other import regulations and
formalitiee.

3. Parties to this Agreement shall not apply rules of origin to products.
imported for purposes of government procurement covered by this Agreement
fror other parties to this Agreem3nt, vhich are different from the rules of
origin applied in the normal course of trade and at the time of importation
to imports of the same products from the same .attiesto this Agreement.
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PART III

Special and Differential Treatment for Developing Countries

Objectives

1. Parties to this Agreement shall, in the implementation and administra-
tion of this Agreement, through the provisions set out in this Part, duly
take into account the development, financial and trade needs of developing
countries, in particular the least-developed countries, in their need to:

(a) safeguard their balance-of-payments position and ensure a level of
reserves adequate for the implementation of programzes of economic
development;

(b) promote the establishment or development of domestic industries
including the development of small-scale and cottage industries in
rural or backward areas; and economic development of other sectors of
the evc-ncar;

(c) support industrial units so long as they are wholly or substan-
tially dependent on government procurement;

(d) encourage their economic development through regional or global
arrangements among developing countries presented to the CONTRACTIMO
PARTIES to GATT and not disapproved by them.

2. Consistently with the provisions of this Agreement, parties to it sball,
in the preparation and application of laws, regulations and procedures
affecting government procurement, facilitate increased imports from
developing countries, bearing in mind the special problems of the least-
developed countries and of those at low stages of economic development.

Coverage

3. With a view to ensuring that developing countries are able to adhere to
this Agreement on terns consistent with their development, financial and
trade needs, the objectives listed in paragraph 1 above shall be duly taken
into account in the course of the negotiations with respect to the lists of
entities of developing countries to be covered by the provisions of this
Agreement. Developed countries, in the preparation of their lists of
entities to be covered by the provisions of the Agreement shall endeavour to
include entities purchasing products of export interest to developing
countries.
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Agreed exclusions

4. Developing countries may negotiate with other participants in the
negotiation of this Agreement mutually acceptable exclusions from the rules
on national treatment with respect to certain entities or products that are
included in their lists of entities having regard to the particular circum-
stances of each case. In such negotiations, the considerations mentioned in
paragraph l(a)-(c) above shall be duly taken into account. Developing
countries participating in regional or global arrangements among developing
countries referred to in paragraph l(d) above, may also negotiate exclusions
to their lists, having regard to the particular circumstances of each case,
taking into account, inter alia, the provisions on government procurement
provided for in the regional or global arrangemeDts concerned and --wing
into account, in particular, products which may be subject to common
industrial developmen. programes.

5. After entry into force of this Agreement, developing countries parties
to this Agreement Pay modify their lists of entities in accordance with the
provisions for modification of such lists contained in paragraph 5 of Part IX
of this Agreement, having regard to their development, financial and trade
needs, or may request the Committee to grant exclusions from the rules on
national treatment for certain entities or products that are included in
their lists of entities, having regard to the particular circumstances of
each case and taking duly into account the provisions of paragraph l(a)-(c)
above. Developing countries parties to this Agreement may also request,
after entry into force of the Agreement, the Committee to grant exclusions
for certain entities or products that are included in their lists in the
light of their participation in regional or global arrangements among
developing countries, having regard to the particular circumstances of each
case and taking duly into account the provisions of paragraph l(d) above.
Each request to the Committee by a developing country party relating to
modification of a list shall be accompanied by documentation relevant to
the request or by such information as may be necessary for consideration of
the matter.

6. Paragraps 14 and 5 above shall apply mutatis mutandis to developing
countries acceding t o this Agreement after its entry into force.

7. Stch agreed Exclusions as mentioned in paragraphs 4, 5 and 6 above shall
be subject to review in accordance with the provisions of paragraph 13 of
this Part.

Technical assistance for developing country parties

8. Developed country p'.rties to this Agreement shall, upon request,
provide all technical a, iistance which they may deem appropriate to
developing country parties in resolving their problems in the field
government procurement.
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9. This assistance which shall be provided on the basis of non-discrimina-
tion among developing country parties shall relate inter alia: to:

- the solution of particular technical problems relating to the aware of
a specific contract;

- any other problem which the party making the request and another party
agree to deal with in the context of this assistance.

Information centres

10. Developed country parties to this Agreement shall establish, indivi-
%ually or jointly, information centres to respond to reasonable requests
from developing country parties for information relating to, inter alia,
laws, regulations, procedures and practices regarding government procure-
ment, notices about proposed purchases which have been published, addresses
of the entities covered by this Agreement, and the nature and volume of
products purchased or to be purchased, including available information about
future tenders. The Committee may also set up an information centre.

Special treatment for least-developed countries

11. Having regard to paragraph 6 of the Tokyo Declaration: special treat-
ment shall be granted to least-developed countries parties to this Agreement
and to the suppliers in those countries with respect to products originating
in those countries, in the context of any general or specific measures in
favour of the developing countries parties to this Agreement. Parties may
ealso grant the benefits of this Agreement to suppliers in least-developed
countries which are not parties with respect to products originating in
those countries.

12. Developed country parties shall, upon request, provide assistance which
they ma' deem appropriate to potential tenderers in the least-developed
countries in submitting their tenders, selecting she products which are
likely to be of interest to entities of developed countries as well as to
suppliers in the least-developed countries and likewise assist them to comply
with technical regulations and standards relating to products which are the
subject of the proposed purchase.

Review

13. The Comittee shall review annually the operation and effectiveness of
this Part and after each three years of its operation on the basis of
reports to be submitted by the parties to this AgreeLent shall carry out a
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major review in order to evaluate its effect,. As part of the three-yearly
reviews and with a view to achieving the maximum implementation of the
provisions of this Agreement, including in particular Part II, and having
regard to the development, financial and trade situation of the developing
countries concerned, the Committee shall examine whethr exclusions provided
for in accordance with the provisions of paragraphs 4 to 6 of this Part
shall be modified or extended.

14. In the course of further rounds of negotiations in accordance with the
provisions of Part IX, paragraph 6, developing countries parties to this
Agr-ement shall give consideration to the possibility of enlarging their
lists of entities having regard to their economic, financial and trade
situation.
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PAR TV

Technical Specifications

(a) Technical specifications laying down the characteristics of the
products to be purchased such as quality, performance, safety and
dimensions, testing and test methods, symbols, terminology,
packaging, marking and labelling, and conformity certification
requirements prescribed by procurement entities, shall not be
prepared, adopted or applied with a view to creating obstacles to
international trade nor have the effect of creating unnecessary
obstacles to international trade.

(b) Any technical specification prescribed by procurement entities
shall, where appropriate:

(i) be in terms of performance rather than design; and

(ii) be based on international standards, national technical
regulations, or recognized national standards.

(c) There shall be no requirement or reference to a particular trade
mark or name, patent, design or type, specific origin or producer,
unless there is no sufficiently precise or intelligible way of
describing the procurement requirements and provided that words
such as "or equivalent are included in the tenders.
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PART V

Tendering Procedures

1. Parties to this Agreement shall ensure that the tendering procedures
of their entities are consistent with the provisions below. Open tendering
procedures for the purposes of this Agreement are those procedures under
which all interested suppliers may submit a tender. Selective tendering
procedures, for the purposes of this Agreement are those procedures under
which, consistent with paragraph 7 and other relevant provisions of this
Part, those suppliers invited to do so by the entity may submit a tender.
Single tendering for the purposes of this Agreement, is a procedure where
the entity contacts suppliers individually, only under the conditions
specified in paragraph 15 below.

Qualification of suppliers

2. Entities, in the process of qualifying suppliers, shail not discriminate
among foreign suppliers or between domestic and foreign suppliers. Quali-
fication procedures shall be consistent with the following:

(a) any conditions for participation in tendering procedures shall be
published in adequate time to enable interested suppliers to initiate
and, to the extent that it is compatible with efficient operation of
the procuraeent process, complete the qualification procedures;

(b) any conditions for participation required from suppliers, including
financial guarantees, technical qualifications, information necessary
for establishing the financial, commercial and technical capacity of
suppliers, as well as the verification of qualifications, shell be no
less favourable to foreign suppliers than to domestic suppliers and
shall not discriminate among foreign suppliers;

(c) the process of, and the time required for, qualifying suppliers
shell not be used in order to keep foreign suppliers off a suppliers'
list or from being considered for a particular proposed purchase.
Entities shall recognize as qualified suppliers such domestic or foreign
suppliers who meet the conditions for participation in a particular
proposed purchase. Suppliers requesting to participate in a particular
proposed purchase who may not yet be qualified shall also be considered.
provided there is sufficient time to complete the qualification
procedure;

(d) entities maintaining permanent lists of qualified suppliers shall
ensure that all qualified suppliers so requesting are included in the
lists within a reasonably short time;

50-933 0 - 79 - 10
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(e) ny supplier having requested to become a qualified supplier shall
be advised by the entities concerned of the decision in this regard.
Qualified supplier3 included cn permanent lists by entitiee shall also
be notified of the ternin3'ion of any such lists or of their removal
from then;

(r) nothing in sub-paragraphs (a) to (e) above shall preclude the
exclusion of any supplier on ground such as bankruptcy or false
declaratioos, provided that such an "ction is consistent with the
national treatment and con-discriniaition provisions of this Agreement.

Notice of nrosoeed purchase and tender docauention

3. Entities shall publish a notice of each proposed purchase in the appro-
priate publication listed in Annex II. Such notice shall constitute an
invitation to participate in either open or selective tendering procedures.

4. Each notice of proposed purchase shall contain the folloving information:

(a) the nature and quantity of the products to be supplied, or
envisaged to be purchased in the case of contracts of a recurring
nature; (b) whether the procedure in open or selective; (c) any
delivery date; (d) the address and final date for submitting an
application to be invited to tender or for qualifying for the suppliers'
lists, or for receiving tenders, as well as the language or language
in which they must be submitted; (e) the address of the entity awarding
the contract and providing any information necessary for obtaining
specifications and other documents; (f) any economic and technical
requirements financial guarantees and information required from
suppliers; (g) the amount and terms of payment of any su payable for
the tender documentation.

The entity shall publish in one of the official languages of the GATT
a srummry of the notice of proposed purchase containing at least the
following:

(i) subject matter of the contract;

(ii) time-limits set for the submission of tenders; esnd

(iii) addresses from which documents relating to the contracts Way
be requested.
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5. To ensure optimum effective international competition under sele,-tive
tendering procedures, entities shall, for each proposed purchase, i.nv.te
tenders from the mnaxium number of domestic end foreign suppliers,
consistent with efficient operation of the procurement system. They shall
select the suppliers to participate in the procedure in a fair and non-
discriminatory manner.

6. (a) In the case of selective tendering procedures, entities maintaining
permanent lists of qualified suppliers shall publish sanually in
one of the publications listed in Annex III, a notice of the
following:

(i) the enumeration of the lists maintained, including their
headisgs , in relation to the products or categories of
products to be purchased through the lists;

(ii) the conditions to be filled by potential suppliers in view
of their inscription on those lists and the methods
according to which each of those conditions be verified by
the entity concerned;

(iii) the period of validity of the lists, and the formalities
for their renewal.

(b) Entities maintaining permanent lists of qualified suppliers may
select suppliers to be invited to tender from among those listed.
Any selection shall allow for equitable opportunities for
suppliers on the lists.

(c) If, after publication of the notice under paragraph 3 above, a
supplier not yet qualified requests to participate in a particular
tend.,r, the entity shall promptly start the procedure of
qualilication.

7. Suppliers requesting to participate in a particular proposed purchase
shall be permitted to submit a tender and be considered provided, in the
case of those not yet qualified, there is sufficient time to complete the
qualification procedure under paragraphs 2-6 of this Part. The number of
additional suppliers permitted to participate shall be limited only by the
efficient operation of the procurement system.

8. If after publication of a notice to purchase but before the time set
for opening or receipt of tenders as specified in the notices or the tender
documentation, it becomes necessary to emend cr re-issue the notice, the
amendment or the re-issued notice shall be given the sane circulation as the
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original documents upon which the amendment is based. Any significant
information given to one supplier with respect to a particular proposed
purchase shall be given simultaneously to all other suppliers concerned
in adequate time to permit the suppliers to consider such information and
to respond to it.

9. (a) Any prescribed time-limit shall be adequate to allow foreign as
well as domestic suppliers to prepare and submit tenders before
the closing of the tendering procedures. In determining any such
time-limit, entities shall, consistent with their own reasonable
needs, take into account such factors as the complexity of the
proposed purchase, the extent of sub-contracting anticipated, and
the normal time for transmitting tenders by mail from foreign as
well as domestic points.

(b) Consistent with the entity's own reasonable needs, any delivery
date shall take into account the normal time required for the
transport of goods from the different points of supply.

10. (a) In open procedures, the period for the receipt of tenders shall in
no case be less than thirty days from the date of publication
referred to in paragraph 3 of this Part.

(b) In selective procedures not involving the use of a permanent list
of qualified suppliers, the period for submitting an application
to be invited to tender shall in no case be less than thirty days
from the date of the publication referred to in paragraph 3; the
period for receipt of tenders shall in no case be less than
thirty days from the date of issuance of the invitation to tender.

(c) In selective procedures involving the use of a permanent list of
qualified suppliers, the period for receipt of tenders shall in no
case be less than thirty days from the date of the initial
issuance of invitations to tender. If the date of initial
issuance of invitations to tender does not coincide with the date
of the publication referred to in paragraph 3, there shall in no
case be less than thirty days between those two dates.

(d) The periods referred to in (a), (b) and (c) above may be reduced
either where a state of urgency duly substantiated by the entity
renders impracticable the periods in question or in the case of
the second or subsequent publications dealing with contracts of a
recurring nature within the meaning of paragraph 4 of this Part.

11. If, in tendering procedures, an entity allows tenders to be submitted
in several languages, one of those languages shall be one of the official
languages of the ATT.
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12. Tender documentation provided to suppliers shall contain all information
necessary to permit them to submit responsive tenders, including the
following:

(a) the address of the entity to which tenders should be sent;

(b) the address where requests for supplementary information should be
sent;

(c) the laneuage or languages in which tenders and tendering documents
must be submitted;

(d) the closing date and time for receipt of tenders and the length of
time during which any tender should be open for acceptance;

(e) the persons authorized to be present at the opening of tenders and
the date, time and place of this opening;

(f) any economic and technical requirement, financial guarantees and
information or documents required from suppliers;

(g) a complete description of the products required or of any
requirements including technical specifications, conformity
certification to be fulfilled by the products, necessary plans,
drawings and instructional materials;

(h) the criteria for awarding the contract, including any factors
other than price that are to be considered in the evaluation of
tenders and the cost elements to be included in evaluating tender
prices, such as transport, insurance and inspection costs, and in
the case of foreign products, customs duties and other import
charges, taxes and currency of payment;

(i) the terms of payment;

(j) any other terms or conditions.

13. (a) In open procedures, entities shall forward the tender documentation
at the request of any supplier participating in the procedure, and
shall reply promptly to any reasonable request for explanations
relating thereto.

(b) In selective procedures, entities shall forward the tender
documentation at the request of any supplier requesting to
participate and shall reply promptly to any reasonable request
for explanations relating thereto.
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(c) Entities shall reply promptly to any reasonable request for
relevant information submitted by a supplier participating
in the tendering procedure, on condition that such information
does not give that supplier an advantage over its competitors
in the procedure for the award of the contract.

Submission. receipt and opening of tenders and awarding of contracts

14. The submission, receipt and opening of tenders and awarding of contracts
shall be consistent with the following:

(a) tenders shall normally be submitted in writing directly or by mail.
If tenders by telex, telegram or telecopy are permitted, the
tender made thereby must include all the information necessary
for the evaluation of the tender, in particular the definitive
price proposed by the tenderer and a statement that the
tenderer agrees to all the terms, conditions and provisions of
the invitation to tender. The tender must be confirmed promptly
by letter or by the despatch of a signed copy of the telex,
telegram or telecopy. Tenders presented by telephone shall not
be permitted. The content of the telex, telegram or telecopy
shall prevail where there is a difference or conflict between
that content and any documentation received after the time-limit;
requests to participate in selective tendering procedures may be
submitted by telex, telegram or telecopy;

(b) the opportunities that may be given to tenderers to correct
unintentional errorsbetween the opening of tenders and the
awarding of the contract shall not be permitted to give rise to
any discriminatory practice;

(c) a supplier shall not be penalized if a tender is received in the
office designated in the tender documents after the time specified
because of delay due solely to mishandling on the part of the
entity. Tenders may also be considered in other exceptional
circumstances if the procedures of the entity concerned so
provide;

(d) all tenders solicited under open and selective procedures by
entities shall be received and opened under procedures and
conditions guaranteeing the regularity of the openings as well as
the availability of information from the openings. The receipt
and opening of tenders shall also be consistent with the national
treatment and non-discrimination provisions of this Agreement.
To this effect, and in connexion with open procedures. entities
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shall establish provisions for the opening of tenders in the
presence of either tenderers or their representatives, or an
appropriate and impartial witness not connected with the
procurement process. A report on the opening of the tenders
shall be drawn up in writing. This report shall remain with the
entities concerned at the disposal of the government authorities
responsible for the entity in order that it may be used if
required under the procedures of Parts VI and VII of this
Agreement;

(e) to be considered for award, a tender must, at the time of opening,
conform to the essential requirements of the notices or tender
documentation and be from suppliers which comply with the
conditions for participation. If an entity has received a tender
abnormally lover than other tenders submitted, it may enquire
with the tenderer to ensure that it can comply with the conditions
of participation and be capable of fulfilling the terms of the
contract;

(f) unless in the public interest an entity decided not to issue the
contract, the entity shall make the award to the tenderer who has
been determined to be fully capable of undertaking the contract
end whose tender, whether for domestic 'or foreign products, is
either the lowest tender or the tender which in terms of the
specific evaluation criteria set forth in the notices or tender
documentation is determined to be the most advantageous;

(g) if it appears from evaluation that no one tender is obviously the
most advantageous in terms of the specific evaluation criteria set
forth in the notices or tender documentation, the entity shall,
in any subsequent negotiations, give equnl consideration and
treatment to all tenders within the competitive range;

(h) entities should normally refrain from awarding contracts on the
condition that the supplier provide offset procurement
opportunities or similar conditions. In the limited nimber of
cases where such requisites are part of a contract, parties to
this Agreement concerned shall limit the offset to a reasonable
proportion within the contract value and shall not favour
suppliers from one party over suppliers from any other party.
Licensing of technology should not normally be used as a
condition of award but instances vwre it is requirei should be
as infrequent as possible and suppliers from one party shall not
be favoured over suppliers fron any other party.
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Use of single tendering

15. The provisions of paragraphs 1-14 above governing open and selective
tendering procedures need not apply in the following conditions, provided
that single tendering is not used with a view to avoiding maximum possible
competition or in a manner which would constitute a means of discrimination
maong foreign suppliers or protection to domestic producers:

(a) in the absence of tenders in response to an open or selective
tender, or when the tenders submitted have been either collusive
or do not conform to the essential requirements in the tender, or
from suppliers who do not comply with the conditions for
participation provided for in accordance with this Agreement, on
condition, however, that the requirements of the initial tender
are not substantially moditfied in the contract as awarded,

(b) when, for works of art or for reasons connected with protection of
exclusitive rights, such as patents or copyrights, the products can
be supplied only by a particular supplier and no reasonable
alternative or substitute exists;

(c) insofar as is strictly necessary when, for reasons of extreme
urgency brought about by events unforeseeable by the entity, the
products could not be obtained in time by means of open or
selective tendering procedures;

(d) for additional deliveries by the original supplier vhirL are
intended either as parts replacement for existing supplies or
installations, or as the extension of existing supplies or
installations where a change of supplier would compel the entity
to purchase equipment not meeting requirements of interchange-
ability with already existing equipment;

(e) when an entity purchases prototypes or a first product which are
developed at its re est in the course of, and for, a particular
contract for research, experiment, study or original developent.
When such contracts have been fulfilled, subsequent purchases of
products shall be subject to paragraphs 1-14 of this Part .

16. Entities shall prepare a report in writing on each contract awarded
under the provisions of paragraph 15 of this Part. Each report shall
contain the mam of the purchasing entity, value and kind of goods
purchased, country of origin, and a statement of the conditions in
paragraph 15 of this Part which prevailed. This report shall remain with
the entities concerned at the disposal of the government authorities
responsible for the entity in order that it may be used if rejuired under
the procedures of Parts VI and VII of this Agreement.

1Original development of a first product my include limited
production in order to incorporate the results of field testing and to
demonstrate that the product is suitable for production in quantity to
acceptable quality standards. It does not extend to quantity production
to establish commercial viability or to recover research and development
coss .
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Inforation and Reviev

1. Any law, regulation, judicial decision, administrative ruling of
general application, and any procedure (including standard contract clauses)
regarding goverumnt procurement covered by this Agreement, shall be
published promptly by the parties to this Aireement in the appropriate
~ublications listed in Annex IV and in such a manner as to enable other
iarties and suppliers to become acquainted with them. Parties to this

Agreement shall be prepared, upon request, to explain to any other party
their government procurement procedures. Etities shall be prepared, upon
request, to explain to any supplier fro a country which is a party to this
Agreement their procurement practices and procedures.

2. Wntities shall, upon request by any supplier, promptly provide
pertinent information concerning the reasons why that supplier's application
to qualify for the suppliers' list was rejected, or why that supplier was
not invited or admitted to tender.

3. natities shall promptly, and in no case later than seven working days
from the date of the award of a contract, inform the unsiccessful tenderers
by written comluaication or publication that a contract has been awarded.

4. Upon request by an unsuccessful tenderer, the purchasing entity shall
promptly provide that tenderer with pertinent information concerning the
reasons why the tender was not selected, including informstion on the
characteristics and the relative advantages of the tender selected, as well
as' the naase of the winning tenderer.

5. Entitisr shall establish a contact point to provide additional
information to any unsuccessful tenderer diasatisfied with the explanation
for rejection of his tender or who may have further questions about the
award of the contract. There shall also be procedures for the hearing and
reviewing of complaints arising in connexion with any phase of the
procurement process, so as to ensure that, to the greatest extent possible,
disputes under this Agkeement vill be equitably and expeditiously resolved
betveen the suppliers and the entities concerned.

6. The governzent of the unsuccessful tenderer, which is a party to this
Agreement, may seek, without prejudice to the provisions under Part VII,
such additional information on the contract award as may be necessary to
ensure that the purchase was made fairly and impartially. To this end, the
purchasing governont shall provide information on both the characteristics
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and relative advantages of the winning tender and the contract price.
Normally this latter information may be disclosed by the government of the
unsuccessful tenderer provided it exercises this right with discretion.
In cases where release of this information would prejudice competition in
future tenders this information shall not be disclosed except after con-
sultation with and agreement of the party which gave the information to the
governmnt of the munuccossful tenderer.

7. Available information concerning individual contract awards shall be
provided, upon a request, to any other party.

8. Confidential information provided to any party to this Agreement which
would impede law enforcement or otherwise be contrary to the public interest
or would prejudice the legitimate cosmercial interest of particular enter-
prises, public or private, or might prejudice fair competition between
suppliers, shall not be revealed without formal authorization from the party
providing the information.

9. Parties to this Agreement shall collect and provide to the Committee
on an annual basis statistics on their purchases. Such reports shall
contain the following information with respect to contracts awarded by all
procur-ement entities covered under the Agreement:

(a) global statistics on estimated value of contracts awarded, both
above and below the threshold value;

(b) statistics on number and total value of contracts awarded above
the threshold value, broken down by entities, categories of
products and either nationality of the winning tenderer or
country of origin of the product, according to a recognized trade
or other appropriate classification systen;

(c) statistics on the total number and value of contracts awarded
under each of the cases of Part V, paragraph 15.
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PART VII

Enforcement of Obligations

Institutions

1. There shall be established under this Agreement a Committee on
Government Procurement (referred to in this Agreement as ':the Committee")
composed of representatives from each of the parties to this Agreement.
This Committee shall elect its own Chairman and shall meet as necessary but
not less than once a year for the purpose of affording parties the oppor-
tunity to consult on any matters relating to the operation of the Agreement
or the furtherance of its objectives, and to carry out such other responsi-
bilities as may be assigned to it by the parties.

2. The Committee may establish ad hoc pznels in the manner and for the
purposes set out in paragraph 8 of this Part and working parties or other
subsidiary bodies which shall carry out such functions as may be given to
them by the Committee.

Consultations

3. Each party shall afford sympathetic consideration to, and shall afford
adequate opportunity for consultations regarding, representations made by
another party with respect to any matter affecting the operation of this
Agreement.

4. If any party considers that any benefit accruing to it, directly or
indirectly, under this Agreement is being nullified or impaired, or that
the achievement of any objective of the Agreement is being impeded by
another party or parties, it may, with a view to reaching a mutually
satisfactory resolution of the matter, request in writing consultations
with the party or parties in question. Each party shall afford sympathetic
consideration to any request fron another party for consultations. The
parties concerned shall initiate requested consultations promptly.

5. Parties engaged in consultations on a particular matter affecting the
operation of the Agreement shall provide information concerning the matter
subject to the provisions of Part VI, paragraph 8, and attempt to conclude
such consultations within a reasonably short period of time.

Resolution of dissites

6. If no mutually satisfactory solution has been reached as a result of
consultations under paragraph 4 between the parties concerned, the Committee
shall meet at the request of any party to the dispute within thirty days of
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receipt of such a request to investigate the matter, with a view to
facilitating a mutually satisfactory solution.

7. If no mutually satisfactory solution has been reached aftor detailed
examination by the Cormittee under paragraph 6 within three months, the
Committee shall, at the request of any party to the dispute establish a
panel to:

(a) examine the matter;

(b) onsult regularly with the parties to the dispute and give full
opportunity for them to develop a mutually satisfactory solution;

() make a statement concerning the facts of the matter as they relate
to application of this Agreement and make such findings as will
assist the Committee in making recomnendations or giving rulings
on the matter.

8. in order to facilitate the constitution of panels, the Chairman of the
Coomittee shall maintain an informal indicative list of governmental
officials experienced in the field of trade relations. This list may also
include persons other than governmental officials. In this connexion, each
party to this Agreement shall be invited to indicate at the beginning of
every year to the Chairman of the Committee the name(s) of the one or two
persons whom the parties to this Agreement would be willing to make

vwailable for such work. When a panel is established under paragraph 7, the
Chairman, within seven days, shall propose to the parties to the dispute the
composition of the panel consisting of three or five members and preferably
government officials. The parties directly concerned shall react within
seven working days to nominations of panel members by the Chairman and shall
not oppose nominations except for compelling reasons.

Citizens of countries whose governments are parties to a dispute shall
not be eligible for membership of the panel concerned with that dispute.
Panel members sha'l serve in their individual capacities and not as
governmental representatives nor as representatives of any organization.
Goversments or organizations shall therefore not give them instructions
with regard to matters before a panel.

9. Each panel shall develop its own procedures. All parties, having a
substantial interest in the matter and having notified this to the Comittee,
shall hnve an opportunity to be heard. Each panel may consult with and
seek information from any source it deems appropriate. Before a panel
seeks such information from a source within the jurisdiction of a party
it shall inform the governaent of that party. Any party to this Agreement
shall respond promptly and fully to any request by a panel for such
information rJ the panel considers necessary and appropriate. Confidential
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information provided to the panel shall not be revealed without forial
authorization from the government or person providing the information.
Where such information is requested from the panel but release of such
inforsmtion by the panel is not authorized, a non-confidentiel summary of
the information, authorized by the government or person providing the
information, vill be provided.

Where a sutunlly satisfactory solution to a dispute cannot be found
or where the dispute relates to an interpretation of the Agreement, the
panel should first submit the descriptve part of its report to the parties
concerned, and should subsequently submit to the parties to the dispute its
conclusions, or an outline thereof, a reasonable period of time before they
are circulated to the Conmittee. Where =n interpretation of the Agreement
is not involved and where a bilateral settlement of the nattar has been
ftoud, the report of the panel My be confined to a brief description of
the case and to reporting that a solution had been reached.

10. The time required by panels vill vary with the particular case.
Panels should aim to deliver their finings, and where appropriate,
recoimendations, to the Cosmittee without undue delay, taking into account
the obligation of the Com0ittee to ensure prompt settlement in cases of
urgency, normally within a period of four months from the date the panel
was established.

Enforcement

11. After the examination is complete or after the report of a panel,
working party or other subsidiary body is presented to the Committee, the
Committee shall give the matter prompt consideration. With respect to
these reports, the Committee shall take appropriate action normally within
thirty days of receipt 'of the report unless extended by the Committee,
including:

(a) a statement concerning the facts of the matter;

(b) reeomsendatione to one or more parties to the Agreement; and/or

(c) any other ruling which it deems appropriate.

Any recomaendations by the Coraittee shall aim at the pcsitive resolution
of the matter on the basis of the operative provisions of this Agreement
and its objectives set out in the Preamble.

12. If a party to which recommendations are addressed considers itself
unable to implement them, it should promptly furnish reasons in writing
to the Committee. In that event, the Cosmmittee shall consider what further
action may be appropriate.
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13. The Committee shall keep under surveillance any matter on vhich it has
made recommendations or given rulings.

Balance of rights and obligations

14. If the Comittee's recommendations are not accepted by % party, or
parties, to the dispute, and if the Committee considers that the circum-
stances are serious enough to justify such action, it may authorize a party
or parties to this Agreement to suspend in whole or in part, and for such
time as may be necessary, the application of this Agreement to any other
party or parties, as is determined to be appropriate in the circumstances.

PART VIII

Excettions to the A!reenent

1. Nothing in this AMreenent sh.ll be construed to prevent eny party to
this A.,reerent fron taking ^ny ¥ction or not disclosinC .ny infcrmation
which it considers necessary for the protection of its essential security
interests reltinl to the procurement of arns, a3munition or war mnterials,
or to ;rocurenant indispensable for national security or for nstion1l
defence purposes.

2. Sub ect to the requirement that such measures are not appliel in a
=ainner which voule constituteac =anrs of orbitrary or unjustifiable aiscrimi-
nation between countries where the seme conditions prevail or a disguised
rcstriction cn international trade, nothian in this Arreement shall be
Cznatruec tc prevent .ny party from i-posi3n or enforcing measures necessary
to protect public mcrl!s, order or safety, human, h l or p lcnt life or
hclth, i:ltellectul prcpert'y or rel-tinz to the products of handicapped
zeroons, of .hilanthropic instituticns or of prison labour.
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PART IX

Final Provisions

1. Acceptance and accession

(a) This A,-reenent shall be c;en for acceptence by signature or
otherwise, by governments contracting parties to the GATT and by
the European Ecnonmic Conrunity whose a-reed lists of entities
are contained in Annex I.

(b) Any government contracting party to the GATT not a party to this
A.reenent mmy accede to it on terms to be acTreed between that
Cover,--ent and the parties to this Arrcement. Accession shall
take pl-ce by the deposit with the Director-Gener.l to the
CC;OT.~ACT:IG P.'TIMS to the GA;T of an instrument of accession
which states the terrs so acreed.

(c) This A&reement shell be open to accession by any other gcvernamnt
con terms, related to the effective application of riChts and
obligations under this Agreement, to be aprreed between that
government and the parties to this Ireeent, by the deposit with
the Director-General to the CONERCTING PARTIES to the G.TT of an
instrument of accession which states the terms so >reed.

(d) Ccntr.ctinc parties msy accept this Arcenemnt in respect of those
territories for which they have international responsibility,
provided that the GCIT is being; sp-lied in respect of such
territories in accordance with the provisions of Article XXVI:5(s)
or (b) of the General A&reement; m'nd in terrs of such acceptance
each such territory shall be treated as thouCh it were a party to
this Agreement.

2. Reserv-.tions

Reservations may not be entered in respect of any cf the provisions of
this Azreement.

3. Entry into force

This Arycement shall enter into force on 1 January 1981 for the
.cvernments which have accepted or acceded to it by that date. For each
other government, it shall enter into force on the thirtieth cay following
the date of its acceptance or accession to this fAreement.

1For the purpose of this Agreement, the term ' covernment is deemed tc
include the competent authorities of the European Eccnonic Community.
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4. National legislation

(a) Each Covernment accepting or accedin:- to this Abreement shall
ensure, not :".ter than the date of entry into force of this
A6reement for it, the conformity of its laws, regulations and
administrative procedures, and the rules, procedures and practices
applied by the entities contained in its list annexed hereto, with
the provisions of this ArZeement.

(b) Each party to this Agreement shall infcrn the Committee c' 'y
chcanes in its a1ws and regul3ticns relevant to this Azre cm. .and
in the administration of such laws and regulations.

5. Rectifications or modifications

(a) Rectifications of a purely formel nature and minor amendments
relating to Annexes I-IV to this Areement shall be notified tc
the Committee and shall become effective provided there is no
objection within thirty days to such rectifications or amendments.

(b) Any modifications to lists of entities other than those referred
to in sub-par-raeph (a) ray be made only in excepticnl-
circumstances. In such cases, a party proposing, to mrdify its
list of entities shall notify the Ch.irnran of the Ccnr~ittee who
shall promptly convene a meetinc of the Committee. The ?.rties
to this Agreemcnt shall consider the proposed wcdificatioa and
consequent ccmpensatory adjustments, with a view to maintaininG a
coarr.able level of mutually agreed covera.e provided in the
,A4reement prior to such wrdlificstion. In the event of acreeraent
not beine reached on any mo/ification taken or proposed, the
matter may be pursued in accordance with the provisions contained
in Part VII of this AGreement, takinr; into account the need to
maintain the balance of riZhts and obliuaticns at the hijghest
possible level.

6. Review and negotiations

(a) The Committee shall review annually the implementation and
operation of this Agreement taking; into account the objectives
thereof. The Comcittce shall annually inform the COMTRICTING
PARTIES to the GATT of d!evelopments zurin- the periods covered by
such reviews..

(b) Not later than the end of the third year from the entry into force
of this Agreement and periodicelly thereafter, the parties thereto
shall undertako further netotiaticns, with a view to broadening
and improvin; the Agreement on the basis of mutual reciprocity
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having renard to the provisions of Part III relating to developing
countries. In this connexion, the Committee shall, at an early
stage, explore the possibilities of expanding the coverae-e of the
Agreement to include service contracts.

7. Amendments

The parties my amend this Agreement having regard, inter alia, to the
experience cained in its implementation. Such an amendment, once the
parties have concurred in accordance with the procedures established by the
Cocittee, shall not come into force for any party until it has been accepted
by such party.

8. Withdrawal

Any party may withdraw from this Agreemcnt. The withdrawal shall take
effect upon the expiration of sixty days from the day on which written
notice of withdrawal is received by the Director-General to the CONTRACTING
PARTIES +o the GATT. Any party to this Agreement may upon such notification
request an immediate meeting of the Committee.

9. No-appDlication of this Aireement between narticular parties

This Acreement shall not apply as between any two parties to this
Agreement if either of the parties, at the time either accepts or accedes
to this Agreement, does not consent to such application.

10. Annexes

The annexes to this Agreement constitute an interTal part thereof.

ll. Secretariat

This Agreement shall be serviced by the G;TT secretariat.

12. Deposit

This Agreemont shall be deposited with the Director-Geners.l to the
COfTiRCTING PARTIES to the GATT, who shall promptly furnish to each party
to this Aercement and each contractinG party to the GCTE a certified copy
thereof and cf each rectification or modification thereto 2ursusnt to
peraraph 5, ee.h amendment thereto pursuant to paragraph 7, and a
notification of each acceptance thereof or accession thereto pursuant to
paragraph 1, or each withdrawal therefrom pursuant to nara-raph 8, of this
Part.

13. Re'istraticn

This Af'reeent shall be registered in accord.nce with the provisions of
Article 102 of the Char.ter of the United Nations.

Dcne at Geneva this .............. day of .............................
nineteen hunared emd seventy-nine in a sinsle copy, in the English, French
and Spanish languages, each text being authentic.

50-933 0 - 79 - 11
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NOTES

Part I. paragrah 1

Having regard to general policy considerations relating to tied aid,
including the objective of devrelopin countries with respect to the untying
of such aid, thie Agreement does not apply to procurement made in furtherance
of tied aid to developing countries so long as it is practised by parties to
this Agreement.

Part V. Daragraph 14(h)

Having regard to the general policy considerations of developing
countries in relation to Government Procurement, it is noted that under
the provisions of Paragraph 14(h) of Part V, developing countries may
require incorporation of domeetic content, offset procurement, or transfer
of technology as criteria for award of contracts. It is noted that
suppliers from one party shall not be favoured over suppliers from any
other party.
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AS0=T I

toL or ENlTr= M7EM TO =l PART I. PARADEM 1 (C)

N1 or techni:Ll reasons, some &justmentes o the lists vbich follov =ay
be neded.
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AUSTA

I. Feeral Chancellery

Austrian Central Statistical Office

III.

I.

IV,

V.

Fed eral .istrr of Foreig Affairs
Procuarnt Office

Fedeatl MiAistr- of the ntterior
Procurannt Offime

Federal Ministry of Justice

Procurement Office

Federal Ministr of Social Affairs
Procuremet Office

VI. Federal Ministrv of
Procuremcnt Office

Health and Enviroment
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VUROPAN ECOOIfC Cc4MMUNITY

PART I

totes:

1. This Aeement does not applY to procuremet by eutnties

othervis farlling under this Agreement made on bealt of aend

under the specific procedure of an international orgaization.

2. This Agreement shell not apply to procurement by entitles

rfaling under this Agreement of agricultural products made in

furtherance of agricultural support progrsaes and huen

reeding progrvmes.
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1. List of B3.ael n Permaaeut-DetR.rtncts

1. Services du Premier Linistre

2. aifstalre des Affaire. Economiques

3. StH des Affairer s tram-res, Comerc* Zx'.rieur
et ootation au Divelolmeet

4. saiJwre de l'Aricultur

5. Minist.r% des Causses , e s

6. litisten des Co-e-cations

7. .Miaistrce de la *fenso Nationale- /

8. Mizristre de l'rducationa.atizoale et de La Curture

9. AnistCre de l'Zvloi et lu Trawvil

10. Hinisti:e des Fizaces

11. tiistare doe l'Int&rieor

12. Ministre doe e Justice

13. kMLaistr deo l Pr4voyvac, Sociale

14. ,.nistire de La SentS Publique et de 1 'Zv-omn;emect

15. Miisetare des ravauz Publicc, doat

- .Foads de outes

- RA4ie de Mtrments

16. R6i des Postes21

-/,on-varlvise Macerials conaitned i3 Part 1 of this list

DPost. 3ausizesa only.
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2. List of actual Ministries, purchauing through entities listed
under no I

Premier ,inistre

Vice-Premir .inistre ct Ministre de La Fonction publique

Vice-Preier Hinstre at eiListre de la D4fense nationalse/

Anistre de la Justice

sistre des Affairtes tra Ires

mistre des Affaires &coaoaiques

"bnistre de 1 PFvoyece sociale et Secrktaire d'stat aux Affaires
ociales, adjoiat au Ministre des Affaires vallonnes

Ministre des Cousmications

inistre de l'Zducation nationale (6eorlandaise)

inirtre de L'AFiculture at des Classes yTennes

inistre de la Culture n6SrlandLia et .inistre ies Affaires flamandes

inristre, de 1'Education nationale (Frsncaise)

inistre 4 l& SantS publiqus et de l'oavironnement

.Yiistre ds Finances

Ministre tu Comorce exrtrieur

Ninistre de la Coopration au DSveloppement

iistr dets 4 oCteS, Tli-grapels ct Tl6&phonos et }£inistre des Affa'ies
bruxilioiseS)

linistr des Penaions

Mini tre di l'Euploi et du Travail

Ministre de l'titgrieur

Miaistre de la Po.itique scientifique

iistree t' la Culture frangaise

.inistre des Travaux publics et iniastre tes Afai-res valloanes

Scritaire d'Stat I .'Economie rsgionale, adjoiat au :iaistre its
Affaires vwallones

Secrrtaire d'.tat au udget, adjoint u Premier Ministre, et Secr6taire
d'Etat a l'Economie rbgionale, adjoint au Ministre des Affaires lamanares

Secr4t£ire d'Etat I la Rdforze des Institutions, udjoint au
Premier Ministre

Secrtaire d'Etat I la Culture frrnqaise, adjoint %u Ministre de la
Culture frangaise

Scretaire d'.tat aux Affaires Accnomi;ues, ad4oi-t au 'inis'tre Ies
Affair.s 4conomiques, et
3critaire d'Etat aux Affaires sociales, adjoiat au iistre des
Affaires flamanes

1/on-varlike sterisls coaraine i' Pe- :'. of bhis List
1/?ostal 3usiaes ony;
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SocrZtairi d'Ztat 1 la Rform ds Institutions, djoint au
VicPresior inistry
8critcair d'!tat 1 1a Culture aerLndaise adjoint au
Ministre do la Culture makrlandaias, et
Scrr taiz 4d'&tat aux Alfairrs sociales, djoint au Miaistre
4.e Affitine bz-xelloie.s.
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Danish Governeant Procuremeat Entitil

1. Prime Minister's Office
2. Ministry of Labour
3. Mnistry of Foreign Affairs
4. Ministry of Housing
5. Ministry of Finance

(3 departments)
6. Ministry of Taxes and Duties

(2 departmets)
7. Ministry of Fisheries
8. Ministry of Trnds, Industry

and ShippinS

9. .nistry of the Interior

10. Ministry of Justice

11.

12.

13.

14.

Ministry of Religiouw Affairs
HMiistry of Agricultire
Ministry of Environaent
Ministry of Greenland

15. Ministr7 of Cultural Affairs

16. Ministry of Social Affairs
17. Ministry of Education

18. Ministry of Economic Affairs
(3 departments)

4 directorates and institutions
2 departments

1 directorate

Directorate for Government Procureamnt
vith Govermen Printing Office3 other Lnsttuatlons

5 directorate and institutions

4 institutions

-ResoarcA Establishuent Risea
- 20 directortes and institutions
- State Serum Institute
-Danish National Civil Derfence

Directorate

- 3 other directorates and
institutions

- Office of the Chief of Danish
Police

- 3 other directorates and
institutions

19 directorates and institutions
5 directorates
Royal Greenland Trade Departmcnt
Greenland Technical Organization

- 2 other institutions
2 directorate and severet state
ovned suraeis and higher educational
institutionas

5 directorates

University Hospital of Copenhage
6 directorateo

11 univerities and other higher
educational institutions
State harbours and State airports
4 directorates and several
institutions
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Danish Government Procurement Entities

1. Prime Minister's Office
2. Ministry of Labour
3. Ministry of Foreign Affairs
4. Ministry of Housinq

5. Ministry of Finance
(3 departments)

6. Ministry of Taxes and Duties
(2 departments)

7. Ministry of Fisheries
8. Ministry of Trade, Industry

and Shiping

9. Ministry of the Interior

10. Ministry of Justice

*Ministry

Ministry

Ministry

Ministry

of Religious Affairs

of Agriculture

of Environment

of Greenlcad

15. Ministry of Cultural Affairs

16. Ministry

17. Ministry

of

of

Social Affairs

Education

18. Ministry of Economic Affairs
(3 departments)

4 directorates and institutions
2 departments

1 directorate

Directorate for Government Procurement
with Gqver'mean Printing Office3 other unstitutlons

5 directorates and institutions

4 institutions

- Research Establishment Risoe
- 20 directorates and institutions
- State Serut Institute

- Danish National Civil Defence
Directorate

- 3 other directorates aad
Institutions

- Office of the Chief of Danish
Police

- 3 other directorates and
in titutions

- 19 directorates and institutions
-5 directorates

- Royal Greenland Trade Department
- Greenland Technical Organization
- 2 other institutions

- 2 directorates and several state
ovned auseus and higher educational
institutions

- 5 directorates

- Uhiverity Hospital of Copenhage.
- 6 directorates

- 11 universities and other bigher
educational institutions

- State harbours and State airports
- 4 directorates and several

institutions

11.

12.

13.

14.
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19. Ministry of Public Work 1u

20. li.nitry of Defence 2

1 With the exception of Danish Sttte Railwnys. Postal Business only.

21on-vrlike materials contained in Part II of this list.
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List of entities

1) Main Durchsin: entities

A. Gneral 3udget

Prier Ministre

Ministre d&ligu6 aupras du Premer MXinistre, =chrge de la condition fmfinine

,i nistre de la justice

Ministre de la santi et doe la amille

Anistre de l'interieur

Ministre des affaires etrangAres

Ministre de la dL'fe se /

Xinistre du travail at tue la. participation

Xiidstre de La cooperation

Hinistre de l'Sconomie

Ministre du budget

Xiiirtre de l'envimrnnmeent et du cadre de rie

Ministre de 1 'ducation

Ministre dtes ui7versitS

Xiistre de 1 ' agricuLture

Miistry de l'industrie

Ministre des transports

Ministre du comemrce et de l'artisanat

tinistre du comerce exstrieur

'.inistre de La jeunesse, des sports et des 'oisirs

.inistre de La culture et de la co.1unication

Secretaire d'Etat aus postes et t/lgco-municaions 2 /

Secrgtaire d'Etat aux anciens combattants

Secr6taire d'Etat aupras du Premier Ministre

Secritaire d'Etat auprks du Premier Ministre (Relations avec le Parlemenct)

Secr6taire d'Etat aupras du Premier M=iistre (Recherche)

Secrbtaire d'Etat aupras du Garde des sceaux. tinistre de la justice

Secr(taire d'Etat aupres du Hinistre de la saant& et de la farnil.e

Secretaire d'Etat aupras du Ministre de l'i-t6rieur (DnAartements et
territoires d'outra-mer)

Secretaire d'Etat aupres du Ainistre le .'interieur Co leci-'Hes CLccles'

1-/on-varlike materials contained in sart :I of this list

-/Postal business only.
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Secritai:e I'Etat supris du 'iinistre aes

Secrtair:e d'-tat supris !u M.iaistre du
(?ormatioa protessiouelie)

Secreti.re d'Etat auprae du M.inistre iu
(Travailleurs uanuels et iiir.r s )

Secr6taire I'Etat aupres du Ministre du
(Emploi 'eainsia)

Secrtaire d 'Etat aupras du Ministre de
(Logement)

Secr4tire d'Etat aupres du Ministre de
(Environnement )

Secritaire d'Etat aupras du Ministre de

Secr4taire d'Etat auprts du Ministre de

Secritaire d'Etat aupras du Ministre de

?ale * 3

s afair-es Str.ngres

trvaii et de La participation

travail. at de Ls ;axictipcation

.ravail et de la ;a.-:icip:atin

l'eavi.-nneme:t et du :ad-e ie *ie

'environmement et du cadre de vie

1' 6ducatio.

1 ' agriculture

l'industrie (?et'ie et =yenre i:austrie'

3. Budzet an.exe

tri.aprierie ationale

C. Co=ntes s-&ci£ux lu tr-sor

On peut notament siia.ler:

- Fonds forestier =ational

- soutien financier de l'industrie :ine-ato,..;hi^ue

- loads s6cial 1'investis3ement routier

- fords sational 'i'a arge-rent Conci-er et '."-ra:is=e

- Ua;on des grou;ement3 d'achatz opublics ('GAP)

2) Etablissoeents iublis -atizau.x 1 -:s--c-rs ar- ir. i3str-:- '

- Agence 3ationaJ.e .sour l'-Mp2ioi

- rns-titut OationL. dce 1a rotrir4t izdus:rieia

- oaission des ^-zor-tiirs 4e .c=se

- Agj-ce :rai:a.le cur :'E:icra i de':a'zi-a-

- Ztablissement ;uboi: i'u enre 3eaubSourg

- Centre nationcal e l c :in-'aogrw. bie

- Office national des Anciens combattants et ri=:t~es _ie gerr-

- Agence nati;naLe -cur 'ineisa des fr n;ais aatris
d' outre--er

- 'iiie =a:icna. ''-_igrzticn

- Fonds A'action sociale pur -es trsvail'eurs =i rse.s

- Caisse d'tide . '-cui-eent: des z cti'--rLL i s :caes

- Cai3se saat:ha.e tes *ut'r-_uas

- Caisse des rzit3s a.x :rraisnes i':-

- Cetre nationa. i.es ;-ttres

- 'aisse =sti:nL.*e des =ne:.s 'ti storij'ues e. ies s:.Ces
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(3) Other entities

AcadfSi.e d. France A Rom

Acadimie d4e .rie

Aceadmie dea Sciences d'Outra-mr

Agece Centrale des Organisms de i6curit Social.e (A.C.O. S S.)

Agences Financiares de 3arsin

Agence Nationale pour l'Aalior&tion des Conditions de Travail (A.,I.A.C.T.)

Agance Nationale pour 1' AmAliorationde lISabitat (A.N.A.H.)

Agence Naticnale pour 1' zploi (A..P.E. )

Agence Nationale pour 1' ndemaisatioddes FroanCis d'Outre-Mer (A.C ..F.O .M. )

Aasembli Per2nmente des Chambrs d'Agricuiture {A.?.C.A. )

3ibliothaque 3ationalo

Bibliothicque atio-al* et Universit&are de Strasbourg

Bureau d'tudes des Postes et TZlfc-,icactions d'Outre- Mer (3. .P.T.O.M.)

Cairse d'Aide A l'Squipment des Collectivit&s locales (C.A.E.C.!

Cai se Autonom de lra econstractioc

Caisse des DUpfts et Consigatins

Caisse Nationale des Allocaticu Fumiliales (C.3.A.F.)

Caisse Nationale des Autoroutes (C.3.A.)

Caisse Iat4icnale d' Assurance m.ladie des TraviLer$ s 3a.rLi (C.:.A.r. !
Caisse ,&atiors.e d' Assurauce ei;'-.ressedes :rsvaie.-s Salae-ris ':..A. .. .

Caisso Iataioalle :4I+ta-ire de S6curitSC ociae (C. .1-.S.)

_aisse &ationaLe d1es :ocuentars -istoriques et des 5i4es

Caisse :3Taions ae !ies T6c".r~= ti-as ~

Caisse de ?rits aux Orgtnises -. .: ..

Casa de Velascuez

entre ' Zrnseignment Zootec iq:.e Ueoae~ouilet

Centre t' Etudesdu :.ilieuet de PMdagogie Appliq.ues iu :L-istiaare n !
1' Ariculture

Centre dEtudes Superieures de Sfcuri:s Sociale

e.ntres ie Fr-na:ion ?. ofess icele Agrico le

I
'?-zztal '-Business Orly.
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Tge 45

Centre National d'Art et de Culture Georges Poapidou

Centre . ational de 1 Cinamrtographie Frangaise

Centre sational d'Etudes et de Formation pour l'Enfance Lnadapt6e

Centre National d'Etudes et d'Exp6rientattion du Machiaisme Agricole

Centre &ational d'Etudes et de Formtion pour l'Adaptation Scolaire et
l'!ducation Sp4cialis6e (C..E.F.A.S.E.S.)

Centre National de Formation et de Perfectionnement des Professeurs
d'Eseigement an4er et Mrnager Agricole

Centre National des Lettres

Ceatre National de Documntation Pdra4o6ique

Centre National des Oeuvres Universitaires et Scolaires (C..O.LU.S.)

Centre National d'Ophtaimologie des Quine-Vingts

Centre U&tional de Pr4paration au Professorat de Travaux Manuels Educatifs
et d'Enseiga ant Mnag4er

Centre National de 1a Promotion Rurate de Marwilhat

Centre &ational. 4e la Recherche Scientifique (C.N.R.S.)

Centres PGdagogiques Rfgionaux

Centre R1gional d'Education Populaire

Centres Ragionaux d'Educ&tion Physique et Sportive (C.R.2.P.S.)

Centra RtEionaux des Oeuvres Uniaveritaires(C.R.O.U.S.)

Centres Rdgionaux db la Propr4itE Forestigre

Centre d. SicuritS Sociale des Travailleurs Migrants

Centres Universitaires

Chancelleries des Universitts

Colliges

Colliges Agricoles

Codission des OpCrations de Bourse

Conseil Supirieur de la Piche

Conservatoire de l'Espace Littoral et des Rivages Lacustres

Conservatoire National des Arts et 'ltiers

Conservtoirv National Supgrieur de Musique
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PaCoge 46ion Sup ur 'Ar

Conservatoire National Supirieur d'Art Draatique

Domaine de Pompadour

Zeole Centrale - Lyon

Ecole Centrale des Arts et MaVnufactures

Ecole Franqaise d'Archgologie d'Atianes

Ecole Frsauaise d'Extr~&n-Orient

Ecol Frangaise de Rome

Ecole des Hautes Etudes en Sciences Sociales

Ecole Rationale d'A-dnisitrtion

Ecole Jationale de l'Aviation Civile (E.N.A.C.)

Ecole Nationale des Chartes

Ecole Sationale d'Equitation

Ecole Rationale Ftminine d'Agronomie de Marmalhat (Put-de-DMme)

Ecole Nationalo Fm-inine d'Agronomie de Toulouse (Htd-Garonae)

Scole Nationale du Gnie Rural et des eaux et forkts (E.SA.G.E.X.F.)

Ecoles Rationales de 'Indut trie Laitiare

Ecoles Rationales d' Ingnieurs

Ecole Nationale d'In&gnieurs des Industries des Techniques Agricoles
et A1limntaires

Ecolee Rationales d'Ingbieours des Travu:c Agricoles

Ecol*e ationale des Ingnielurs des Travaux Ruraux et Techniques
Sanitaires

Zcole Nationale des IngEnieurs des Travaux des Eaux et For&ts
(E.S.I.T.E.F.)

Ecole Nationale de La Magistrature

Ecole Nationales de a a& rine Marchande

Ecole Nationale de La Sent& Publique (E.,.S.P. )

Ecole Nationale de ski et d'alpinisme

Ecole Nationale Sup6rieure Agronomique - Montpellier

Ecols Wationale Suprieure Agronomique - Reanes

Ecole Nationale Supirieure des Arts Dicoratifs

Ecole Nationale Supirieure dos Arts et Industries - Strasbourg
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,cole r&t&ioa&le
Ecole Uationale

ecole Uationale

Zcole Nationale

scole X&tionale

cole U&tionale
(E.3.S.Z.A.)

tcole frtionale
,cole '&tionasi

3cole I&tioua.le

,cole .atCionale
( 3.S.S.A.A. )

3upfrieure

Supiries:s

Su;ri suwr

Sup6ri ure

Supirieurm

Supdrieure

Su;4rieure

Sut4rieure

Su6ri eure

'es Ar J et Zdustries .ex:tile - Roubaix

lt er Mtiers

des 3eaux-.'.r: s

de 3i'bliots4czres

de Clrsmique :dustriele - $Srres

ae l'-_ctroaiue *e Jie 'se A plicatioas

d' Rortic ult're

les :Ldustries Agricoles Aiientaires

1u ?aysas2

Ioe Sciences Agronomiues Appl£qu6es

-coles .1atiouales 'et6brinai:es

Scoles Sationales de Perfectione-ent

tcoles Vatioaales de ?'eri--r 3erS

tcole Tatiocale dCe olirie

3coles .ormalea d'ts:itatu.e,-s at i' st-.utri es

ocoles Normales Tation.les d'Acprentissae

!coles :TorJ.l.s Su.irieures

.cols Poytec .i :ue

'cole de S71ri.ul:-re - :rog-7 'A.te

tcole Tecai.ue ?.- essi:ccc.e .- r.i::. a .rsi'r ie :!e?_ic '.rr:e'

-Col ie d'o'iiC'l :ur *' i'::'-3ie'd 2 .%ur a:-'a- ":- L-e-

t ole s ie 7i:i,:' e - i.'- e ' e

ttablis£aoent :-iscal 'e rlesie:-, 4U 'iset t:.:r. !

ttablssament !.atioa.l ae :lLeScel:l e le &-.-' .'i'-^

Stablissement iz ational ies Lnvulils 4e La Marine :.
Zttblissaemet lationul de Koenigs Warter

Fondation Ca-negie

?ondation Singer-Poli£a:

Fonds d'Action Soci&ae ;c0r I-es rr:4i::t ss i-rr.-;

.-.api:.a -:osice ,at:iz .a i elze-.:: _ --- el et

Lsti:u: t- ':r- *- ~-:%ein ',* e :~eci. ; ,s rare ie3 .---S . r-t:'.- -
':. .'c..t.?... \

%0-933 0 - 79 - 12
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rastitut ?7m.a ir i'Arzciholojg Orie~r e 1. =:ir&

:Mtitut Gographialus Itinl

as- it-t Iduswtri'e. .70rt

astittn Zateratioa.£ d'Adm s;-aioa .3AbLirue (?. !.Au.;

Tuzititut National Agronomiqua de Pris-Grignon

tnstitut National dor Appellations d'0rigie des Vis at eZau-de-vie
(r.nJ.A.O.V..v. )

Iastitut &ational d'Astronomie *t .e GOoph7ique (I. .A.G.)

tnastitut Utei *. 4d La Cousoatioo (t .3 .)

Lasti.ut 't :ioul -''ucatio', ?cpul ai- (I.-..?.)

:zstit-' .&ttioal .'tasCs S{;ogrp' ,se (fr.3...3.1

Institut lational des Jeuaee Avu4Les - ?sris

Isti:u Xational es J'euzes Sourdas - 3ordeaux

astic:ut iUatiolal des eu*es Sourds -,.ary

nmstit-= .atioczL la$s Jeaes 3ourds - H.tz

IrAtit-r X.ational des Jem=e Sou-3is - ?rI-s

tastituz a&io .l * my7sipue S",c=Lir eat de ?.ysila sH ? .-- icu.Ls
tr.:22.P3)

A;sji;t L actioal o P .rct.iZ Su;prieurs Agri :ole

t.si:x :atciol.a.l 4le s, .ropriftSo : sr 'el

°.:sti*W 3at oaa 1e a ? .:'-ers=e Ai:-onm.i;u (.r..?..A.;

'.st.' ; :tationa:. do oee.-z e .P ajc;i:" : .... ?. !7=2-ut IationaL de ' ? :=E±3a.
:.ss-*~-. &:ioaJi le li ie=~& e ii !r ?Xe^.er^-. S e :,.'.i:.:..-..

:. :s : ationaux Pol}y eai:uHs

':s'x:.i s .7&:ionsuz its Sciences Appli"tes

'is-titut leational Supirieur de Crinie ladustrie.Lle de o3en

aInaitut de Richerohes d'Infor=atique at d'Automatiue (d.u..A.)

'-s-it.'t ie 3cherc-he Ies raespcrrts (l.r..)

las.i',tus R64ionax t'Adainle'.reLi~
l'i:,.'Si ii,. eit i te ?cet .r:.s '.:i.

:;swi;ut 3$-{rie'Ar i9e ts ia'x .X t & ;¢ :st-:c:i :_.i&.!;j'e ie
Sta?-.-,;um

Ly~es =Arico-ts

:ytes = i%', e: :.se.- -- es
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Lyc6es d'Enseinement Profesaionnel

Lyc*es Techniques

Mue6 do l'Aruge

Mus6 Gustave Moreau

Ms6e de la Marine

M4USe National J.J. Kenner

Mhsie National de la Ligion d'Hoaneur

Musme Postil

MUS6u National d'Kistoire Saturelle

Mu46e Auguste Rodin

Observatoire de Paris

Office de CoopEration et d'Accueil Universitaire

Office Francais de Protection des Rlfugids et Rspatries

Office National des Ancieas Combattants

Office National de la Chuase

Office National d' Zformation sur les Enseignaments et les
Professions (O.I.Z.S.E.P.)

Office National d'migration (O.N.I.)

Office de la Recherche Scientifique et Technique d'Outre-Her (O.R.S.T.O.M.)

Office Universitaire et Culturel Frangais pour l 'A.1 rie

Palais de la D couverte

Parcs Nationaux

RSuniona es Mueges 3ationaux

Service National des Examens du Permis de Conduire

Syndicat des Transports Parisiens

Therms Nationaux - Aix-Les-Bains

UniversitSe
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.:?L .e : , , ,I - ,.
, t e ,

iA_ 1T'ELR :- I -s,

I. List of er.-t! . -- cas E-.

1. M.iis-. of Fcrei. A:fairs

2. Mi'.isrz of Latour and Social Arfa/is

3. Xinistr. of Mducation acd Sciecce

4. Xi:istcy of Food, Ai. c-l:'ur? a.d orests

5. i3/st-r of ??i,-ce

6. MXinist--y Of o esearc- Lnd Tecinoloor

T. Nxistr' of nter--al elati:.cns

8. Mi-istrr of Izterior

9. Vinistry of Youth. F.i y tand H.ealth

10. Mini::sTr of Justice

1U. Xinistrr o:f lani-g, ?Public Works and trban Aff/airs

12. Mi/istrZ of Posts ad Teleco-umications

13. .,oistr: of EconcOic Affa£i:s

' 4. .Min/s.tr of Econonic Co-opers-ion

15. Minis:rr of Defence 2

Posteal uisness crLy.
2Non-trlike naterials cotai:ned in ?&r. i_ ̂f t.h's list.

Accr-iizg to s.=xs:-g na:::-^t co g:ions : '.e e:-=i.:es , _zr.:.i-ed

i= :.i's lis, s:tll in :o:of .;: v'-= s;iec*a ;:zce-ares var :iontra:.

in certa. re..iors -:,Z us :- se.':aC:e of -he di-m.snc3 of ;e.-rmay, &a

c:2froc.'; -it3 economic isadva:taes.

he same applies to :the v .4i-g of cocracrt to move t.e d:.iUc.:ies-*

of ce.-tin groups caused b7 the last war.
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Auswdrt'oos Azt

Aundes.in-rstor 4u

,.rd.tes= ,:n st or ., -

Bundes. ii-rs serL

3urd.es:ni'_ steri.-

Bur.des-,_ -nister ,-
c-.. -s- .-. s- e
.-. _ s _.'. _-. e _ _.

3undes=± ± e'

S_.des- .:-.. ser i:-

fr I
:'!r

I'Ur

der

Cdes

_ Ur

-:1

3i,'-.g "d 'f:sser.sc:ha't

r..1-.. z, La.-._.:rtscha.'t u-d orsten

'--.an.: r Zen

uge~ ae . .-_ Jes- '-e -.

'?-'- .'-- - . -F:,e.e -"S-. _ S -e_,

e as o- ".. ',-= e.-'-_ _-.-_,

! -'-, : . -::f -. 3 '- af -
SIS,..aa.

o …; ;e

Note

According to existing national obl'igatlon the entities,

contained in this list, shall in conformity vith special procedures

awvard contrscts in certai= regions which, as ccnsequence of the

division of Germany, are confronted vith econoaic disadvntages.

The same applies to the avarding of contracts to reove the

difficulties of certain groups caused by the last war,

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

12.

12.

13. ~ ~ ~ -'·
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'ELA

1. ~q.'.a ,urchauina entitils

(a) Office of Public Works

(b) Stationery Office

2. Othr denarv ent.

President's Zstablishment

Office of the Bouwes of the Oireachtas (Parliament)

Deprtment of the Taoiseach (Prime .Minfster)

Central Statistics Office

Deparutent of Finance

Office of the Comptroller and Auditor General

Office of the Revenue Commissioners

State Laboratory

Office of the Attorney General

Office of the Director of PubLic Prosecu:tions

Valuation Office

Ordnance Survey

Department of the Public Service

Civil Se*-rce Co0mission

Department of Zconomic Planning and Development

Department of .ustice

Lard Registr7

Charitable Donations and 3equests Office

Department of the Urvironment

Department of Education

Jational Galler, of treland

Department of the Gaelteacht (Irish speaking areas)

Department cf Agriculture

Department of Fisheries and ?orestry

Department of Labour

Depart*men of Indust.r, Commerce and Eaergr

Department of rourism and Tr:s-port

Departmean of Foreign A:fairs

Department of Social Welfare

DepaFrtmet of eaelt.

Department of De feace 1

:art-er= of ?os-s a Tende grat s

1 . !* . .> :, 4.*_v +O1 t



179

ITN/NTM/W/211/Re. ;
Page 55

ITALY

Purchasing entities

1. Treasury1

2. Finnce2

1. Justice

4 . External Affairs

5. Public Instruction

6. Interior

7. Public Works

8. Agriculture and Forest

9. Industry, Trade and Craft.orks

10. Employment and Social Affairs

11. Health

12. Cultural Affairs

13. Defnce 3

14. Postal Services

Note: This Agreement shall not prevent the implementation of provisions
contained in Italian Lay No. 835 of 6 October 1950 (Cfficial
Gazette No. 245 of 24 October 1950 of the Italian Republic) tnd
in modifications thereto in force on the date on which this
Agreement is adopted.

lActing as centralized purchasing entity for most of other
Ministries or entities.

2Except for purchases by the monopoly administration for tobacco
and salt.

3Non-'arlike materials contained in Part II of this list.

4Postal Business only
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LUX CURG

"Liste des entites acheteuses centrales susceptibles de relever Iu
cheap d'application de l'instrument"

1. Ministare d'Etat: Service Central des imprimis et des fournitures
de l'Etat;

2. Ministere de l'Agriculture: Administration des Services Techniques
de l'Agriculture;

3. Ministare de 1'Education Nationale: Ecoles de l'enseignement secondaire,
de l'enseignement noyen, de l'enseignement professionnel;

4. Ministare de la Famille et de la SolidaritS sociale: Maisons de retra

5. Minist.re de la Force publique: Armel/ -Gendarmerie - Police;

6. Ministare de la Justice: Etablissements penitentiaires;

7. Ministare de la Santc Publisue: Mondorf-Etat, H8pital neuropsychia:rique;

8. Ministare des Travaux publics: Bitiments publics - Ponts et Chaussees;

9. Mii.ntare des Finances: Postes et T~lbcc=nunications2!

'C. Ministare des Transports et de l'Energie: entra:es ciec-riques le ia
Haute et Basse Sarre;

;1. Ministere de l'Devircnnement: Zomissariat gingra; a la Protec-ion
des Eaux.

I'Non-varlike materials -cntained in Par. 'I of .ni3 'it;

- Postal Business :ni.
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NITHERLANDS

Lists of entities

A.

1. Ministry of General Affairs

2. Ministry of Foreign Affairs

3. Ministry of Justice

4. Ministry of Home Affairs

5. Ministry of Defence (1)

6. Ministry of Finance

7. Ministry of Economic Affairs

8. Ministry of Education and Science

9. Ministry of Housing and Town and Country Planning

10. Ministry of Transport and Waterways, including

(a) Department of Civil Aviation

(b) Postal, telephone and telegraph services (2)

11. Ministry of Agriculture and Fisheries

12. Ministry of Social Affairs

13. Ministry of Culture, Recreation and Social Welfare

14. Ministry of Public Health and Environment

15. Ministry of Development Co-operation

16. Ministry of Science Policy

17. Catinet of Netherlands Antilles Affairs

1? Higier Colleges of State.

B. Central procurement offices and the amount of their purchases

Entities listed above in A generally make their own specific

purchases; other general purchases are effected through the entities

listed below:

1. The Netherlands Government Purchasing Office

2. Directorate of Water Control

3. Quarter Master General's Office (1I

4. Air Material Directorate (1)

(1) Non-warlike materials contained in Part I' of this list.

(2) Postal Business only.
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5. Procurement Division of the Royal Netherlands Navy (1)

6. State Printing and Publishing Office

T. Postal, Services ( 2 )

8. Governmental Motorvehicle Department

9. Governmental Centr' for Office Mechanization and Automation

10. Governmental Fores ry Directorate

11. Directorate for Ijeselmeer Polders

(1) Non-varlike materials contained in Part It of this list.

(2) Postal Business only.
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NEr HER LUS

Lists of entitic3

A Xiniateries en centrale overheidsormnern.

Y)nisterie

Kliniaterie

Itnisterie

KUnisterie

)Lnisterie

Ministerie

Uinisterie

Kinisterie

i!inisterie

van

van

van

van

van

van

van

van

van

va.'

Algemene Zaken

Buitenlandse Zaken

Justitie

Binnenlandse Zak.en

Defensie (1)

FinanciWn

Economische Za.ken

Onderwija en 'letenschappen

Volkshuisvestinr on Ruintelijke O,-de.ing

Verkeer & Watcrstaa. (2)

11. Ministcrie vin Landbo::t cn Visserij

12. 'in.isterie van Sociale Zaken

. inisterie van Cultuur, Recrettie en r .itschaop elijk 'erk

14. Ministeries van Volksge:ondheid en 1,ilieuhy gine

i. nisterie .zn Onr.tWi:'.elincrs- nenwer:ing

16. Xinisterie va.n Watenlchapsbeleid

17J. aKbir.t van doe ederlandse Antillen

18. Hoge Colleges van Staat

B Boven-enoendc orcaren kopen in hot aleomoen specifieke artikele.n

zelfctandiC in ; voor do anschaffing van artikolen voor aigemeen.

Cobruik, maken 2ij subruik van con of meer van de navolgend, cemtr1l.

acnscha finrd icnctcn.

_. Ri jl:sin:oopbureau

2. Dircctcra.l-Ocnira-.l voor dc atcrstaat

.. Dicnst vr.h de .::,rtiemr:r cr-Ccr.cr2l1 (1)
D)r-ctl:c (':.t.erEal ei:niti!:l;. :c LUCht I.- : .1)

(1) non-.;arlikc m.terialz contmin-d :n Part I, of thuc icX:

I.

6.
I*

2.
10.
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i. Hoofdafdelir.r .ateriocl Koninklijkc Maurine (1)

6. Staatdru2':crij - en - uiteverijbcdzijf

7. CCntrale Afdclin, In:on on n Uaterieol controls van hIct

Staatobcedrijf der P.T.T. ( 2 )

8. Ri il:zsutomobielcentrale

2. Ri Jh:skalttoornachineccntr 1 e

10. Staatabccaeheer

11. Rijksdienst IJselmserpolrr1os.

(1) qNon-worlike materials contained in Part II of this list.

(2) Postal Business only.
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UJITED KINGDOM

List of entities

Board of Inland Revenue

British Museum

British Museum (Ngtural History)

Cabinet Office

Central Office of Information

Charity Commission

Civil Service Department

Ancient Monuments (Scotland) Commission

Ancient Monuments (Wales) Commission

Boundary Commission for England and Wales

Boundary Commission for Northern Ireland

Central Computer Agency

Chessington Computer Centre

Civil Service Catering Organisation

Civil Service College

Civil Service Commissioo

Civil Service Pay Research Unit

Historical Manuscripts Commission

Historical Monuments (England) Commission

Medical Advisory Service

Museums and Galleries Standing Commission

Office of the Parliamentary Counsel

Review Board for Government Contracts

Royal Commission on Criminal Procedure

Royal Commission on Znvironmental Pollution

Royal Commission on Gambling

Royal Commission on Legal Services (England, Wales and Northern Ireland)

Royal Commission on Legal Services (Scotland)

Royal Fine Art Commission (England)

Royal Fine Art Commission (Scotland)

Crovn Estate Office (7ote-borne services only)

Crown Office, Scotland

Customs and Excise Department
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Department for National Savings

Department of Agriculture and Fisheries for Scotland

Artificial Insemination Service

Crofters Commidsion

Red Deer Commission

RoTal Botanic Garden, Edinburgh *tc.

Department of Education and Science

University Grants Committee

Department of Employment

Duchess of Gloucester Souse

Ewployment Appeal Tribunal

Industrial Tribunals

Office of Manpover Economics

Royal Commission on the Distribution of Income and Wealth

Department of Energy

Departnent of Health and Social Security

Attendance Allowance Board

Central Council for Education and Training in Social Work

Council for the Education and Training of Health Visitors

Dental Estimates Board

Joint Board of Clinical Nursing Studies

Medical and Dental Referee Service

Medical Boards and Examining Medical Officers (War Pensions)

National Health Service

National Health Service Authorities

National Insurance Commissioners

Occupational Pensions Board

Prescription Pricing Authority

Public Health Laboratory Service Board

Supplementary Benefits Appeal Tribunals

Supplementary Benefits Coomission

Departaent of Industry

Computer-Aided Design Centre

Laboratory of the Government Chemist

National Engineering Laboratory

National Maritime Institute

National Physical Laboratory

Warren Spring Laboratory
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Department of Prices and Consumer Protection

Domestic Coal Consumers' Council

Electricity Consultative Councils for Eneland and Wales

Gas Consumers' Councils

Metrication Board

Monopolies and Mergers Comrission

Department of the Environment

British Urban Development Services Unit

Building Research Establishment

Comonsa Comrissioners - (except payment of rates)

Countryside Comnission

Directorate of Estate Mnagqement Overseas

Fire P.search Station/Boreham Wood

Hydraulics Research Station

Local Valuation Panels

Location of Offices Bureau

Property Services Agency

Rent Control Tribunals and Rent Assessment Panels and Committees

Department of the Government Actuary

Department of the Registers of Scotland

Department of Trade

Coastguard Services

British Export Marketing Centre, Tokyo

Market Entry Guarantee Scheme

Patent Office

Department of Transport

Road Construction Units and Sub-Units

Transport and Road Research Laboratory

Transport Tribunal - (except payment of rates)

Transport Users Consultative Committees - (except payment of rates)

Director of Public Prosecutions

.xchequer and Audit Department

Exchequer Office Scotland

Export Credits Guarantee Department

Foreign and Coamonwealth Office

overnrment Communications Headquarters

Middle East Centre for Arab Studies

Wiston House Conference and European Di-^."sion Centre
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Hone Office

CGaing Board for Great Britain

Inmiprmtion Appeals Tribunal

Inspectors of Constabulary

Parole Board and Local Review Committees

House of Commons

House of Lords

Imperial War Museua

Intervention Board for Agricultural Produce

Legal Aid Funds

Lord Chancellor's Department

Council on Tribunals

County Courts

Courts Martial Appeal Court

Crown Courts

Judge Advocate General and Judge Advocate of the Fleet

Lands Tribunal

Law Commission

Pensions Appeal Tribunals

Supreme Court

Ministry of Agriculture Fisheries and Food

Advisory Services

Agricultural Development and Advisory Ser-rice

Agric 4ltural Dvelling House Advisory Coamittees

Agricultural Land Tribunals

Agricultural Wages Board and Cosnittees

Artificial Insemination Research Centres

Central Council for Agriculturael and Horticultural Co-operation

Plant Pathology Laboratory

Plant Variety Rights Office

Royal Botanic Gardens, CKe

Ministry of Defence (1)

Procurement Executive

Meteorological Office

Ministry of Overseas Development

Centre for Overseas Pest Research

Directorate of Overseas Surveys

Land Resources Division

Tropical Products Institute

'1) Non-varlike materials contained in Part rI of this list
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National Debt Office and Pensions Co-utation Board

National Gallery

National Galleries of Scotland

National Library of Scotland

Zational Maritime Museum

tational Museum of Antiquities of Scotland

National Portrait Gallery

Northern Ireland Government Departments and Public Authorities

Department of the Civil Service

Department of Agriculture

Department of Cosmerce

Department of Education

Department of the 'nvironment

Department of Finance

Department of Health and Social Security

Department of Manpover Services

Northern Ireland Police Authority

Northern Ireland Office

Coroners Courts

County Courts

Crown Solicitor's Office

Department of the Dire^tor of Public Prosecutions

Enforcement of Judgements Office

Forensic Science Service

Magistrates Courts

Pensions Appeal Tribunals

Probation Service

Registraticn of Electors and Conduct of Elections

State Pathologist service

Supreme Court of Judicature and Court of Criminal Appeal of

Northern Ireland

Office of Fair Trading

Office of Population Censuses and Surveys

National Health Service Central Register

Office of the Parliamentary Comnissioner for Administration and

Health Service Co/missioners
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Paymaster General's Office

The Post Office 1

Privy Council Office

Public Record Office

Public Trustee Office

Public Works Loan Commission

Queen's and Lord Treasurer's Remembrancer

Crown Office

Department of Procurators Fiscal

Lord Advocate's Department

Lands Tribunal

Registrar General's Office, Scotland

National Health Service Central Register

Registry of Friendly Societies

Royal Conmission, etc. (see references under Civil Service Department)

Commission on the Constitution

Royal Commission on the National Health Service

Royal Commission on Gambling

Royal Hospital, Chelsea

Royal Mint

Royal Scottish Museum

Science Museum

Scottish Courts Administration

Court of Session

Court of .Justiciary

Accountant of Court's Office

Sheriff Courts

Scottish Land .Court

Scottish Law Commission

Pensions Appeal Tribunals

Scottish Development Department

Local Government Reorganisaticn Commissions etc.

Rent Assessment Panel and. Committees, etc.

Scottish Economic Planning, Department

Scottish Electricity Consultative Councils

Scottish Education Department

Royal Scottish Museum

1Postal Business only.
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Scottish Homne and Health Department

Common Services Agency

Council for the Education and Training of Health Visitors

Fire Service Training School

inspectors of Constabulary

Local Health Councils

Mental Welfare Commission for Scotland

National Health Service

National Health Service authorities

Parole Board for Scotland and Local Review Committees

Planning Council

Scottish Antibody Production Unit

Scottish Crime Squad

Scottish Criminal Record Office

Scottish Council for Post-Graduate Medical Education and Training

Scottish Police College

Scottish Land Court

Scottish Office

Scottish Record Office

Stationery Office

Tate Gallery

Treasury

Exchequer Oftice, Scotland

National Economic Development Councl 1

Rating of Government Property Department

Treasury Solicitor's Department

Department of the Director of Public Prosecutions

Law Officers' Department

Department of the Procurator-General and Treasury Solicitor

Victoria and Albert Museum

Wallace Collection

Welsh Office

Central Council for Edutcation and Training in Social Work

C ~mmons Commissioners

Council for the Education and Training of Health Visitors

_ _S,



192

M'I/NTMlW/211/Rev. 1
Page 68

Dental Estimates Board

Local Government Boundary Cormssion

Local Valuation Panels and Courts

National Health Service

National Health Service authorities

Public Health Laboratory Service Board

Rent Control 'Tribunals and Rent Assessment Panels and Comittees
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LISTE DES YAMSuELS ACHET.-S PAR LES MINISTERES DE A DEENSE E
SOUMiS AU CODE "ACHATS GOS-FUVNMENTAUX"

Chapitre 25: Sel; soufre; terres et pierres; platres, chaux et ciments

Chapitre 26: Minerais m4tailurgiques, sccries et cendres

Chapitre 27: Combustibles mineraux, hu/ies mimnrales et produits de leur
distillation; mati~res bitumineuses; cires minrsales

i 1'exceotion de:

ex 27.10 carburmat3 spciaux

Cl.avitre 28:

ex

ex
ex

ex

ex
ex

ex

ex
ex

28.o9
28.13
28.14
28.28
28.32
29.39
28.50

28.51
28. 5~

thaoitre 29:

ex

ex
ex

ex

ex
ex
ex
ex
ex
ex
ex
ex
ex

ex
ex

29. 7
29.08

29.1
29.15
29.21
29.22

29.26

29.27
29.29

Produits chiriques inor-e.ni.ques.; corposes inorganiques ou
organiques de :itaux precieux, d'4l1ments radio-actifs, de
4,taux des terres rares et i'is-o:pes

a l'exception de:

explosifs
explosifs
gaz 'erymcgrne-s
explosifs

erplosifs
produits toxicoloaiques
prcduits toxicologiques
expoesifs

Produits chimiques crganiques

3 V'exzeptin de:

explosifs
explosifs
explcsifs
explosi f
erplos-fs
exp'osifs
produits toxiclogilqes
produ/its toxicologiques
produits t iscoiogiques
produits toxicologiques
prcduits toxicoiogiques
produits toxicologiques
explosifs
produits toxicologiques
explosi fs

hacpitre 30:

-haitre 31:

Chapitre '2:

?Prdulte pr mac-e:ti4_es

Engrais

X-traits ta-znazts eL tinct;ria:x; a-n.n3 e _ie.rs i ri-es;
matires coiorantes, !oule, ~, rei!tures, :ern;s et teuina es
mastli, encre,.

I.C ,I/N~?m/W/21 IP I
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Chapitre 3L:

Chapitre 35:

Chapitre 37:

Chavitre 38:

Chapitre 39:

Chapitre 40:

Chapitre 41:

Chapitre 42:

Chapitre 143:

ChaDitre 44:

Chapitr^ 45:

Chapitre 46:

Chapitre 47:

Chaaitre a8:

Chapitre 49:

Chanitre 65:

Chapitre 66:

Huiles essenrtieLles et risinoldes; produits de perfu'merie
ou de toilette et cosmetiques

Savons, produits organiques tensio-sctifs, preparations pour
lessives, preparations lubrifiantes, c;res artificielle.,
cires prepar 6es, produits d'entretier, bougies et articles
similaires, pates & modeler et ":ires pcur l'art dentaire".

Matieres lbumninoides; colles; enzyrtes

Produits photographiques et cin4matographi[ues

Produits divers des industries zhimiques

I l'exclusion de:
ex 38.19: produits toxicologiques

Matiares plastiques artificielles, ethers et esters de la
cellulose, resin-s artificielles et ouvrages en ces matilres

a l'exception de:
ex 39.03: explosifs

Caoutchouc naturel ou synthetique, factice pour caoutchouc
et ouvrages en caoutchouc

s l'exceution de:
ex 40.11: pneus i 1'preuve des balles

Peaux et culirs

Ouvrages en cuir; articles de bourrellerie et de sellerie;
articles de voyage, sacs a main et contenants similaires;
ouvrages en boyaux

Pelleteries et fo,,rrures; pelleteries factices

Bois, charbon de bois et ouvrages en bois

Liege et ouvrages en liege

Ouvrages de sparterie et de vannerie

Matieres servant a la fabrication du papier

Papiers et cartons; ouvrages en pite de cellulose, en papier
et en carton

Articles de librairie et produits des arts graphiques

Coiffures et ; irties de coif:ures

Parapluies, parasols, cannes, fouets, cravaches et Leurs -arties
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Chapitre 67:

Chapitre 68:

Chapitre 69:

Chapitre 70:

Ghapitre 71:

Chapitre 73:

Chapitre 74:

Chapitre 75:

Chapitre 76:

Chapitre 77:

Chapi Lr 78:

Chapitre 79:

Chapitre 80:

Chapitre 81:

Chapitre 82:

Chapitre 83:

Chapitre 84:

Plumes et duvet appretis et articles en plumes ou en duvet;
fleurs artificielles; ouvrages en cheveux

Ouvrages en pierres, platre, ciment, amiante., mica et
matieres analogues

Produlits ceramiques

Verre et ourrages en verre

Perles fines, pierres gemmes et similaires, metaux pr~cieux,
plaques ou doubles de metaux precieux et ouvrages en ces
matieres; bijouterie de fantaisie

Fonte, fer et acier

Cuivre

Nickel

Aluminium

Magnesium, b6ryllium (giucinium)

Plomb

Zinc

Etain

Autres m6taux communs

Outillage; articles de coutellerie et couverts de tabl!.
en metaux communs

a l'exception de:
ex 82.05: outillage
ex 82.07: pieces d'outillage

Ouvrages divers en metaux communs

Chaudieres, machines, appareils et engins mecaniques

& 'exception de:

ex 84.06 moteurs
ex 84.08 : autres propulseurs
ex 84.4f : machines
ex 84.53 machines automatiques de traitement de l'information
ex 84.55 : pieces du 84.53
ex 84.59 : reacteurs nuclaires
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Chapitre 85: Machines et appareils 6lectriques et objets servant 4 des
usages electrotechniques

a l'exception de:

ex 85.13 : telecommunications
ex 85.15 : a-oareils de transmission

Chapitre 86: VEhicules et materiel pour voies ferr6es; appareils de
signalisation non 6lectriques pour v'oies ! communication

a lexception de:

ex
ex
ex
ex
ex

86.02
86.03
86.05
86.06
86.07

locomocives blindees
autres locoblind6s
wagons blindes
wagons ateliers
wagons

Chapitre 87: Voitures automobiles, tracteurs, cycles
terrestres

et autres vehicules

a l'exception de:

87.08 :chars et automobiles blindes
ex 87.01 :tracteurs
ex 87.02 : vehicules militaires
ex 87.03 : voitures de d6pannage
ex 87.09: motocycles
ex 87.14 : remorques

Chapitre 89: Navigation maritime et fluviale

a l'exception de:

89.0 :LA bateaux de guerre

Chapitre 90: Instruments et appareils d'optique, de photographie et de
cinematographie, de mesure, de verification, de precision;
instruments et appareils medico-chirurgicaux;

a l'exception de:

ex
ex
ex
ex
ex
ex
ex
ex
-x

90.05
90o.13
9O.14
90.28
90.11
90.17
90.18
90.1.9
90.20

jumelles
instruments divers, lasers
tel6metres
instruments de mesure glectriques ou electroniques
microscopes
instruments m6dicaux
appareils de micanotherapie
appareils d'orthopedie
appareils rayon X
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Chapitre 91: Horlogerie

Chapitre 92:

Chapitre 94:

Instruments de musique; apparei'.s d'enregistrement ou de
reproduction du son; appareils 4'enregistrement ou de
reproduction des images et du son en tel6vision; parties
et accessoires de ces instruments et app&reils

Meubles; mo,!ilier m6dico-chirurgicsl; articles de literie
et similaires

a l'exception de:

ex 94.01A: sieges aerodynes

Chapitre 95:

Chapitre 96:

Matihres k tailler et a mouler, a l'6tat travaill1 (y compris
les ouvrages)

Ouvrages de brosserie et pinceaux, b.lais, houppes et articles
de tamiserie

Chapitre 98: Ouvrages divers
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FINT.AND

1. Agricultural Research Centre

2. Board of Navi6gtion

3. Finnish Meteorolog:cal Institute

4. Government Printing Centre

5. Ministry of Justice

6. Mint of Finland

7. National Board of Aviation

a. National Board of Forestry

9. National Board of Water Resources

10. National Board of Vocational Education

11. State Fuel Centre

12. State Margarine Factory

13. State Nourishment Centre

14. State Purchasing Centre

15. Technical Research Centre

16. General Headqu&rters*

Note 1

The listed entities include regional and local subdivisions.

Note 2

When a specific procurement decision may impair important national

policy objectives the Finnish Government may consider it necessary in

singular procurement cases to deviate from the principle of national

treatment in the Agreement. A decision to this effect will be taken at

the Finnish cabinet level.

Note3

Procurement by defence entities (marked with *) cover9 the following

products:
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Motor vehicles

- delivery cars

- light tracks

- motorcycles

- buses

- ambulances

Spare parts

Foodstuffs

- colYee, tea

- rice

- frozen fish

- dried fruits

- spices

Machines

- office machines

- laundry machines

Miscellaneous

HONG KONG

Entity

Hong Kong Government Supplies Department.
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INDIA

I. This Agreement is limited to the

Column 3.

categories of goods stated in

II. Purchases on behalf of All India Radio and Doordarshan are made

by the Director-General of Supplies and Disposal.

III. Rail parts are at present being imported against credit from

International Development Agency (IDA) and the procedures

prescribed for IDA credit are followed.

IV. This Agreement does not extend to purchases in the context of

bilateral arrangements that provide for balanced trade through

a clearing account system.

JAMAICA

Jamaica Building Materials

(division of the Jamaican State Trading Company)

S. No. Purchasing entity Categories of goods

1. Oil and Natural Gas Offshore oil well
Commission drilling and allied

equipment

2. All India Radio ) Radio and TV broad-
caj.ting and allied

3. Doordarshan ) equipment

4. Ministry of Railways Parts of
railway and tramway
locomotives and rolling
stock
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JAPAN

Entities covered by the Accounts Law including all their sub-

divisions, local offices and affiliates, as listed below.1'2

House of Representatives

House of Councillors

Supreme Court of Justice

Board of Audit

Cabinet

Prime Minister's Office

Fair Trade Commission

National Public Safety Commission National Police Agency)

Environmental Disputes Co-ordination Commission

Imperial Household Agency

Administrative Management Agency

Hokkaido Development Agency

Defence Agency 3

Economic Planning Agency

Science and Technology Agency

Environment Agency

Okinava Development Agency

National Land Agency

Miristry of Justice

Ministry of Foreign Affairs

Ministry of Finance

Ministry of Education

Ministry of Health and Welfare

Ministry of Agriculture, Forestry and Fisheries

Ministry of International Trade and Industry

Ministry of Transport

Ministry of Posts and Telecommunications

Ministry of Labour

Ministry of Construction

Ministry of Home Affairs

Japanese National Railways

Japan Tobacco and Salt Public Corporation

Nippon Telegraph and Telephone Public Corporation 5
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Notes

1Products for resale or for the use in the production of goods for

sale are not included.
2Where it is provided under the laws and regulations existing at

the time of the entry into force of this Agreement for Japan, entities

contained in this list may award contracts to specific co-operatives or

associations thereof in accordance with the special procedures.
3procurement by the Defence Agency cover the following items:

FSC

22

24

32

34

35

36

37

38

39

40

41

43

1,5

46

47

48

51

52

55

61

62

65

663o

6635

Description

Railway equipment

Tractors

Woodworking machinery and equipment

Metalworking machinery

Service and trade equipment

Special industry machinery

Agricultural machinery and equipment

Construction, mining, excavating and highway maintenance

equipment

Materials Landling equipment

Rope, cable, chain and fittings

Refrigeration, air conditioning, and air-circulating equipment

Pumps and compressors

Plumbing, heating and sanitation equipment

Water purification and sewage treatment equipment

Pipe, tubing, hose and fitting

Valves

Rand tools

Measuring tools

Lumber, millwork, plywood and veneer

Electric wire, and power and distribution equipment

Lighting fixtures and lamps

Medical, dental, and veterinary equipment and supplies

Chemical analysis instruments

Physical properties testing equipment
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FSC Description

6640 Laboratory equipment and supplies

6645 Time-meaa6ring instruments

6650 Optical instruments

6655 Geophysical and astronomical instruments

6660 Meteorological instruments and apparatus

6670 Scales and balances

6675 Drafting, surveying and mapping instruments

6680 Liquid and gas flov, liquid level, and mechanical motion

measuring instruments

6685 Pressure, temperature, and humidity measuring and controlling

instruments

6695 Combination and miscellaneous instruments

67 Photographic equipment

68 Chemicals and chemical products

71 furniture

72 Household and commercial furnishings and appliances

73 Food preparation and serving equipment

74 Office machines and visible record equipment

75 Office supplies and devices

76 Books, maps and other publications

77 Musical instruments, phonographs and home-type radios

79 Cleaning equipment and supplies

80 Brushes, paints, sealers and adhesives

8110 Drjms and cans

8115 Boxes, cartons and crates

8125 Bottles and jars

8130 Reels and spools

8135 Packaging and packing bulk materials

85 Toiletries

87 Agricultural supplies

93 Non-metallic fabricated materials

94 Non-metallic crude materials

99 Miscellaneous

4Materials connected with operational safety of transportation are

not included.
5Public telecommunications equipment is not included.
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NIGERIA

1. Xigeria National Supplies Company:

For purchases of the following products:1

(a) Power generating equipment

(b) Teleco nu/ications equipment
(c) Railvwy and structural parts and equipment
(d) Public :learing equipment

(e) Contractors plant

(f) Drilling equipment for vater, oil and geological surveys
(g) Scientific instruments for survey
(h) Aircraft and equipment

(i) Fire fighting vehicles and equipment
(j) Petrol industrial engines.

1Subject to confirmation and modification.
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NORWAY

i. National Road Services

2. Central Government Purchasing Office

3. Postal Services Administration

4. State Hospital

5. University of Oslo

6. Police Services

7. Norwegian Broadcasting Corporation

8. University of Trondheim

9. University of Bergen

10. Coastal Directorate

11. University of Tromsd

12. State Pollution Control Authority

13. National Civil Aviation Administration

14. Ministry of Defence'

15. Norwegian Defence Medical 3ervice m

16. Airforce Material Command*

17. Army Material Coumand#

18. Navy Material Command'

19. Combined Defence Material Commando

Note 1

The listed entities include regional and local subdivisions

Note 2

When a specific procurement decision may impair important national

policy objectives the Norvegian Government may consider it necessary

in singular procurement cases to deviate from the principle of national

treatment in the Agreement. A decisicn to this effect will be taken at

the Norwegian cabinet level.

Note 3

Procurement by defence entities (marked with *) covers the following

products:

Replenishment material

- office machines and equipment, furniture, material for education,

sport, welfare and other non-technical material
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Running supplies

- technical consumption %amterial

- medical 'and dental supplies and dressings

- kitchen and mess inventory

- stationary and office supply

- publications

- musical instruments

Fuels

- fuels, lubricants and other oil products.

Motor vehicles

- passenger cars and transport vehicles

- ambulances

- fire engines

- aircraft service vehicles

- special purpose vehicles

Other technical equipment

- pilot equipment

- parachute equipment

- rescue equipment

- photo equipment

- pyro-technical equipment

- emergency electricity aggregate

- base, workshop, hangar and store equipment

- chemical/radiological equipment

- abc-safety protection equipment, workshops and stores

Medical and dental instruments

Catering equipment

- permanent operational equipment for kitchens, canteens, conference

rooms, catering workshops and stores
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1) Division centrale fidgrale du materiel

2) Bibliotheque centrale fed6rale

3) Direction des constructions fdd6rales

4) Ecole polytechnique federale de Zurich

5) Ecole polytechnique f6edrale de Lausanne

6) Institut .edeiral de recherches en matiare de reacteurs

7) Institut federal de recherctes foresti±res

8) Institut pour l'ftude de la neige et des avalanches

9) Institut suisse de recherches nl-: 'aires

10 ) Institut suisse de metgorologie

11) Institut pour l'amenagement, l'epuration et la protection de l'eau

12) Service ftdEral de 1'hygiAne p LL ue

13) Bibliothaque nationale

14) Office federal de las protection civile1

15) Administration fe6drale des douanes 2

16) R6gie fed6rale des alcools

17) Monnaie fd6ra.le

18) Bureau fEderal des mesures

19) Division de l'agriculture

20) Office Mfderal de 1'air

21) Office federal de l'6conomie hydraulique

22) Division comerciale du groupement de l'armement1

23) Departement de la poste

Si nme decision particuliere concernant un march6 peut compromettre la

r6alisation d'importants objectifs de politique nationale, le gouvernement

suisse pourrs juger necessaire de devier, dans le caa de march4s drtermines,

au principe du traitement national inscrit dans l'Accord. Une decision a
cet effet sera prise & l'6chelon du gouvernement suisase.

Note 1
pour les produits, voir liste de materiel civil de la dSfense et de la
protection civile.

Note 2
pour le corrs des gardes frontiere et les douaniers, voir liste de materiel
civil de la defense et de la protection civile.
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LISTE DES MATERIF"S CIVILS DE LA DEFENSE ET DE LA PROTECTION CIVILE
SOUMIS AU CODE "ACHATS GOUVERNEMENTAUX"

Chapitre 25:

Chapitre 26:

Chapitre 27:

Chapitre 28:

Sel; soufre; terres et pierres; pl&tres; chaux et ciments

Minerais m6tallurgiques, scories ot cendres

Combustibles mineraux, diles min6rales et produits de leur
distillation; matiares Eitumineuses; cires minerales

Produits chimiques inorganiques; comprses inorganiques ou
organiques de mietaux precieux, d'6l6ments radioactifs, de
metaux des terres rares et d'isotopes.

a l'exception de:
ex
ex
ex
ex
ex
ex
ex
ex
ex

Chapitre 29:

28.09
28.13
28.14
28.28
28.32
28.39
28.50
28.51
28.54

explosifs
explosifs
gaz lacrymogines
explosifs
explosifs
explosifs
produits toxicologiques
produits toxicologiques
explosifs

Produits chimiques organiques

& l1exception de:

explosi fs
explosifs
explosifs
explosi fs
explosifs

produits toxicologiquesproduits toxicologiques
produits toxicologiques
produits toxicologiques
produits toxicologiques
produits toxicologiques
produits toxicologiques
explosifs
produits toxicologiques
explosifs

Chapitre 30:

Chapitre 31:

Chapitre 32:

Produits pharmnceutique.

Engrais

Extraits
matiares
mastics;

tamnnnts et tinctoriaux; tanins et leurs deriv6s;
colorantes, couleurs, peintures, vernis et teintures;
encres

ex 29.03
ex 29.04
ex 29.07
ex 29.08
ex 29.11
ex 29.1Z
ex 29.13
ex 29.14
ex 29.15
ex 29.21
ex 29.22
ex 29.23
ex 29.26
ex 29.27
ex 29.29
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Chapitre 33:

Chapitre 34:

Chapitre 35:

Chapitre 36:

ChaDtre 37:

Cha&itre 38:

ChaDitre 39:

ChaDitre 40:

Chaoitre 43:

Chapitre 45:

Chapitre 46:

Huiles essentielles et resinoldes; produits de parfumerie
ou de toilette et cosm6tiques

Savons, produits organiques tensio-actifs, preparations
pour lessives, preparations lubrifiantes, cires artificielles,
cires prepar~es, produits d'entretien, bougies et articles
similaires, pates a modeler et "cires pour l'art dentaire".

Matieres albuminoides; colles; enzymes

Poudres et explosifs; articles de pyrotechnic; aliumettes;
alliages pyrophoriques; matiares inflammables

a l'exception de:

ex 36.01: poudres
ex 36.02: explosifs prepares
ex 36.04: ditonnant
ex 36.08: explosifs

Produits photographiques et cingmatographiques

Produits divers des industries chimiques

& l'exception de:

ex 38-19: produits toxicologiques

Matieres plastiques artificielles, ethers et esters de la
cellu/ose, r4sines artificitlles et ouvrages er ces
matier,:s

l'exception de:

ex 39.03: explosifs

Caoutchouc naturel ou synth6tique, factice pour caoutchouc
et ouvrages en caoutchouc

& l'exception de:

ex 40.11: pneus

Pelleteries et fourrures; pelleteries factices

Liage et ouvrages en liege

Ouvrages de sparterie et de vannerie
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Ch aitre 47:

Chapitre 65:

Chapitre 66:

Chapitre 67:

Chapitre 68:

Chapitre 69:

Chapitre 70:

Chapitre 71:

Chapitre 73:

Chapitre 74;

Chapitre 75!

Chapitle .:

Chapitre 77:

Chapitre 78:

Chapitre 79:

Chapitre 80:

ChaEitre 81:

Chapitre 82:

Chapitre 83:

Chapitre 84:

Matiares servant A la fabrication du papier

Coiffures et parties de coiffures

Parapluies, parasols, cannes, fouets, cravaches et
leurs parties

Plumes et duvet appret6s et articles en plumes ou en duvet;
fleurs artificielles; ouvrages en cheveux

Ouvrages en pierres, platre, ciment, amiante, mica et
matiares analogues

Produits c6ramiques

Verre et ouvrages en verre

Perles fines, pierres gemmes et similaires, m6taux precieux,
plaques o' doublgs de m~taux precieux et ouvrages en ces
matieres; bijouterie de fantaisie

Fonte, fer et &ci r

Cuivre

Nickel

Aluminium

Magn6sium, beryllium (glucinium)

Ploab

Zinc

Etain

Autres m~taux cormuns

Outillage; articles de coutellerie et couverts de table,
en mgtaux communs

Ouvrages divers en motaux communs

Chaudiares, machines, appareils et engins micaniques
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aChnitre 85:

Chapitre 86:

Chpitre 87:

Machines et Appareils electriques et Objets servant a des
USages l6ectroniques.

I l'exceDtion de:

ex 85.03: Piles 6lectriques
ex 85.13: T6l6coommnications
ex 85.15: Appareils de transmission

Vehicules et Mat6riel pour Voies ferrges; Appareils de
Sign8lisation non electriques pour Voies de communication

A l'exception de:

ex 86.02: Locomotives blindges
ex 86.03: Autres Locoblindes
ex 86.05: Wagons blindhs
ex 86.06: Wagons Ateliers
ex 86.07: Wagons

Voitures automobiles, Tracteurs, Cycles et autres Vehicules
terrestres

& l'exception de:

87.08: Chars et Automobiles blind~s
ex 87.02: Camions lourds
ex 87.09: Motocycles
ex 87.14: Remorques

Chnaitre 88: Navigation earienne

& l'exceDtion de:

ex 88.02: Avions

Chapitre 89: Navigation maritime et fluviale

Chapitre 90: Instrusents et Appareils d'Optique, de Rotographie et de
Cin6matographie, de Mesure, de Verification, de Pricision;
Instruments et Appareils medico-chirurgicaux;

a 1'exceDtion de:

ex 90.05: Jumelles
ex 90.13: Instruments divers, Lasers
ex 90.14: TflSmitres
ex 90.28: Instruments de Mesure electriques ou blectroniques

Chapitre 91: Horlogerie

ChaDitre 92: Instruments de Musique; Appareils d'Enregistrement ou de
Reproduction du Son; Appareils d'Enregistrement ou de
Reproduction des Images et du Sor en T6levision; Parties
et Accessoires de ces Instruments et Appareils
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ChaDitre 93:

Chsaitre 95:

Chapitre 96:

Armes et munitions

a l'exception de:
ex 93.01: Armes blanches
ex 93.02: Pistolets
ex 93.03: Armes de guerre
ex 93.04: Armes a feu
ex 93.05: Autres armes
ex 93.07: Projectiles et munitions

Matieres a tailler et a mouler, a l'6tat travaillf
(y compris les ouvrages)

Ouvrages de brosserie et pinceaux, balais, houppes et
articles de tamiserie

Ouvrages diversChapitre 98:
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SWEDEN

1. Defence Material Administration*

2. National Road Administration

3. National Board of Public Building

4. National Industries Corporation*

5. Pot Office Administration

6. Swedish Forest Service

7. National Civil Aviation Administration

8. Royal Fortifications Administration'

9. National Board of Education

10. National Police Board

11. Agency for Administr tive Development

12. National Prison and Probation Administration

13. National Administration of Shipping and Navigation

14. National Tax Board

15. National Board of Forestry

16. Medical Board of the Armed Forces*

17. National Road Safety Office

18. Royal Civil Defence Board*

19. National Industrial Board

20. National Board of Health and Welfare

21. Central Bureau of Statistics

Note 1

The listed entities include regional and local subdivisions.

Note 2

When a specific procurement decision may impair important national

policy objectives the Swedish Government may consider it necessary in

singular procurement cases to deviate from the principle of national

treatment in the Agreement. A decision to this effect will be taken at

the Swedish cabinet level.

Note 3

Pro.Arement by defence entities (marked with a ')covers products

falling Lunder the following BTN-chapters:
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ExceitionsBTI chaDters

25 - 26

27

28

29

30 - 81

82

83

84

85

ex 27.10

ex 28.09

ex 28.13

ex 28.14

ex 28.28

ex 28.32

ex 28.39

ex 28.50

ex 28.51

ex 28.54

ex 29.03

ex 29.04

ex 29.07

ex 29.08

ex 29.11

ex 29.12

ex 29.13

ex 29.14

ex 29.15

ex 29.21

ex 29.22

ex 29.23

ex 29.26

ex 29.27

ex 29.29

ex 82.05

ex 82.07

ex 84.06

ex 84.08

ex 84.45

ex 84.53

ex 85.13

ex 85.15

special fuels

explosives

explosives

tear gas

explosives

explosives

explosi-vs

toxic products

toxic products

explos ives

explosives

explosives

explosives

explos ives

explosives

explo ives

toxic

toxic

toxic

toxic

products

products

products

products

toxic products

toxic products

explos ives

toxic products

explosives

hand tools

hand tool parts

engines

other engines

machinery

ADP-sachines

telecomsunication equipment

transmission apparatus
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BTN chapters Exceltions

86 ex 86.02 armoured locomotives

86.03 other armoured locos

86.05 armoured wagons

86.06 repair wagons

86.07 wagons

87 87.08 tanks and armoured vehicles

ex 87.01 tractors

ex 87.02 military vehicles

ex'87-03 break-down lorries

ex 87.09 motorcycles

ex 87.14 towing vehicles

89 ex 89.01 warships

90 ex 90.05 binoculars

ex 90.13 misc.instruments, lasers

ex 90.14 telemotors

ex 90.28. electric and electronic
measurement instruments

91 - 92

94 ex 94.01 aerodynamic seats

95 - 98
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UNITED STATES

The following entities are included in the coverage of this Agreement

by the United States.

1. Department of Agriculture (This Agreement does not apply to procure-

ment of agricultural products made in furtherance of agricultural

support programmes or human feeding programes. )

2. Department of Commerce

3- Department of Health, Education and Welfare

4. Department of Housing and Urban Development

5. Department of the Interior (excluding the Bureau of Reclamation)

6. Department of Justice

7. Department of Labour

8. Department of State

9. Department of the Treesury

10. General Services Administration (Purchases by the AutomateA nata and

Telecommunications Service are not included; purchases by the

National Tool Centre are not included; purchases by the

Regional 9 Office of San Francisco, California are not

included)

11. National Aeronautics and Space Administration

12. Veterans Administration

13. Environmental Protection Agency

14. United States International Communication Agency

15. National Science Foundation

16. Panama Canal Company and Canal Zone Government

17. Executive Office of the President

18. Farm Credit Administration

19. National Credit Union Admini.tration

20. Merit Systems Protection Board

21. ACTION

22. United States Arms Control and Disarmament Agency

23. Civil Aeronautics Board

24. Federal Home Loan Bank Board

25. National Labour Relations Board

26. National Mediation Board
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UNITED STATES (cont'd)

27. Railroad Retirement Board

28. American Battle Monuments Commission

29. Federal Caounications Commission

30. Federal Trade Commission

31. Indian Claims Commission

32. Inter-State Comnerce Commission

33. Securities and Exchange Commission

34. Office of Personnel Management

35. United States International Trade Commission

36. Export-Import Bank of the United States

37. Federal Mediation and Conciliation Service

38. Selective Service System

39. Smithsonian Institution

40. Federal Deposit Insurance Corporation

41. Consumer Product Safety Conmmission

42. Equal Employment Opportunity Commission

43. Federal Maritime Commission

44. National Transportation Safety Board

45. Nuclear Regulatory Commission

46. Overseas Private Investment Corporation

47. Renegotiation Board

48. Administrative Conference of the United States

49. Board for International Broadcasting

50. Coomission on Civil Rights

51. Cosmodity Futures Trading Commission

52. Comunity Services Administration

53. Department of Defence (excluding Corps of Engineers)

This Agreement will not apply to the folloving purchases of the DOD:

(a) Federal Supply Classification (FSC) 83 - all elements of this

classification other than pins, needles, sewing kits, flagstaffc,

flagpoles, and flagstaff trucks;

(b) FSC 84 - all elements other than sub-class 8460 (luggage);

(c) FSC 89 - all elements other than sub-class 8975 (tobacco

products)
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UNITED STATES (cont'd)

(d) FSC 2310 - (buses only);

(e) Specialty metals, defined as steels melted in steel manufac-

turing facilities located in the United States or its

possessions, where the maximum alloy content exceeds one or

more of the following limits, must be used in products purchased

by DOD: (1) manganese, 1.65 per cent; silicon, 0.60 per cent;

or copper, 0.06 per cent; or which contains more than 0.25 per

cent of any of the following elements: aluminium, chromium,

cobalt, columgium, molybdenum, nickel, titanium, tungsten, or

vanadium; (2) metal alloys consisting of nickel, iron-nickel

and cobalt base alloys containing a total of' other alloying

metals (except iron) in excess of 10 per cent; (3) titanium

and titanium alloys; or, (4) zirconium base alloys;

(f) FSC 19 and 20 - that part of these classifications defined as

naval vessels or major components of the hull or superstructure

thereof;

(g) FBC 51

(h) Following FSC categories are not generally covered due to

application of Part VIII, paragraph 1:

10, 12, 13, 14, 15, 16, 17, 19, 20, 28, 31, 50, 59, 95

This Agreement will generally apply to purchases of the folloving

F8C categories subject to United States Government determina-

tions under the provisions of Part VIII, paragraph 1:

22. Railway Equipment

23. Motor Vehicles, Trailers, and Cycles (except buses in 2310)

24. Tractors

25. Vehicular Equipment Components

26. Tyres and Tubes

29. Ahgine Accessories

30. Mechanical Power Transmission Equipment

32. Woodworking Machinery nd Equipment

34. Metalworking Machinery

35. Service and Trade Equipment
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UNITED STATES (cont'd)

Special Industry Machinery

Agricultural Machinery and Equipment

Construction, Mining, Excavating, and Highvsy Maintenance Equipment

Materials Handling Equipment

Rope, Cable, Chain and Fittings

Refrigeration and Air Conditioning Equipment

Fire Fighting, Rescue and Safety Equipment

Pumps and Compressors

Furnace, Steam Plant, Drying Equipment and Nuclear Reactors

Plumbing, Heating and Sanitation Equipment

Water Purification and Sewage Treatment Equipment

Pipe, Tubing, Hose and Fittings

Valvee

Maintenance and Repair Ship Equipment

Measuring Tools

Hardware and Abrasives

Prefabricated Structures and Scaffolding

Lumber, Millvork, Plywood and Veneer

Construction and Building Materials

Electric Wire, anti Power and Distribution Equipment

Lighting Fixtures and Lamps

Alarm and Signal Systems

Medical, Dental, and Veterinary Equipment and Supplies

Instruments and Laboratory Equipment

Photographic Equipment

Chemicals and Chemical Products

Training Aids and Devices

General Purpose ADPE, Software, Supplies and Support Equipment

Furniture

Household and Coenercial Furnishings and Appliances

Food Preparation and Serving Equipment

Office Machines, Visible Record Equipment and ADP Equipment

Office Supplies and Devices

Books, Maps and Other Publications

36.
37.
38.

39.
40.

41.

42.

43.
44.

45.

46.
47.
48.
49.

52.
53.
54.

55.
56.
61.

62.
63.
65.
66.
67.

68.

69.

T70.

71.
72.

73.

74.

75.

76.
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UvNTrm STAT1S (cont'd)

77. unie'al Instruments, Phonograph*, and Home Type Radios

78. Recreat onal and Athletic Equipuent

79. Cleaning Equipment and Supplies

80. Brushes, Paints, Sealers and Adhesives

81. Containe.s, Packaging and Packing Supplies

85. Toiletries

87. Agricultural Supplies

88. Live Animals

91. Fuels, ZLabricants, Oils and Waxes

93. Non-metallic Fabricated Materials

94. Non-metallic Crude Materials

96. Ores, Minerals and their Primary Products

99. Miscellaneous

General Notes

1. Notvithstanding the above, this Agreement will not apply to set asides

on behalf of small and minority businesses.

2. Pursuant to Part I, paragraph l(a), transportation is not included

in services incidental to procurement contracts.
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ANNEX IIl

PUBLICATIONS UTILIZED BY PARTIES TO THIS AGREEXENT FOR TEE
PUBLICATION OF NOTICES OF PRQPOSED PURCRASES -

PART V, PARAGRAPH 3

EUROPEAN ECONOMIC COMMUNITY

Belgium

Denmark

France

F.R. Germany

Ireland

Italy

Luxe mbourg

Netherlands

United Kingdom

- Official Journal of the European Communities

- Le Bulletin des Adjudications

- Other publications in the specialized press

- Official Journal of the European Communities

-Official Journal of the European Communities

- Official Journal of the European Communities

- Bundesanzeiger

Postfach 108006

5000 K8ln 1

- Bundesausschreibungsblatt GmbH

Poststrasse 13

4OO0 DUsseldorf 1

- Officil. Jouimal of the European Communities

- Daily Press: "Irish Independant", "Irish Times",

"Irish Press", "Cork Examiner"

- Official Journal of the European Communities

- Official Journal of the European Communities

- Daily Press

-Official Journal. of the European Communities

- Official Journal of the European Communities

FINLAND

Official Gazette of Finland

JAPAN

Kamp6 (Official Gazette)

1To be completed.
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MORVAY

Official GaOette of lornva

SUISSE
Feuille officielle Suisse du cc.erce

Gazette of Government

Contracts, supplement to the Official Gazette

UNITED STATES

Coerce Business Drily
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AnEX III -

PUBLICATIONS UTfLIZ7I BY PARTIES TO THIS AGREEMENT FOR THE
PUBLICATION AIIUALLY OF INIFOMATION ON PERMANEL I

LISTS OF SUPPLIS IN THE CASE OF SELECTIVE
TENDERING PROCEDUREI - PART V. PARAGRAP 6

JAPAN

Kampa (Official Gazette )

i/To be completed.
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PUBLICATIONS UTILIZED BY PARTIES TO THIS AGREEMENT
FOR THE PROMPT PUBLICATION OF LAWS. REGULATIONS. JUDICIAL

DECISIONS, ADMINISTRATIVE RULINGS OF GENERAL APPLICATION AND ANY
PROCEDURE REGARDING GOVERIMENT PROCURMENT COVERED BY THIS

AGRZZMEIT - PART VI, PARAGRAPH 1

EUROPEAN ECONO.4IC COMMUNITY

Belgium - Laws, royal regulations, ministeria'. regulations, main

circulars on government procurement - Le Moniteur Belge

- Jurisprudence - pasicrisie

Denmark - Laws pand regulations - Lovtidende

- Judicial decisions - Ugeskrift for retsvaesen

- Administrative rulings and procedures - ministerialtidende

France - Legislation - Bulletin officiel

- Jurisprudence - no official publication

Germany - Legislation - Bundesgesetzblatt

- Herausgeber: Der Bundesminister der Justiz

- Verlag: Bundes.anzeiger

- Bundesahzeiger

Postfach 108006

5000 K81n 1.

- Judicial and administrative rulings:

Entscheidungsammlungen des

- Bundesverfassungsgcrichts

- Bundesgerichtshofs

- Bundesverwaltungsgerichts

- Bundesfinanzhofs sovie der Oberlandsgerichts

Ireland - Legislation and regulations - Iris Oifigiuil (official Gazette

of the Irish Government)

-/To be completed.
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- Legislation - Gazette Ufficiale

- Jurisprudence - no official publication

Luxemboura - Legislation - memorial

- Jurisprudence - Pasicrisie

Netherlands - Legislation - Nederlandse Staatscourant and/or
Staatsblad

- Jurisprudence - no official publication

United Kinjdom - Legislation - no such legislation

- Jurisprudence - Lav Re; 'rts

- Standard Contract conditions -

Document GC/Stores/l obtainable from the

Ministry of Defence. It should be noted that

special conditions may apply to some contracts:

details may be obtained from the department

concerned.

FINLAND

The Code of Statutes of Finland (Suoaen Asetuskokoelma - Finlands

?r fattningassamling)

JAPAN

Genktrenihon-hbi (Compil:ation of Current Lavs and Regulations of

Japan), and/or Kampo (Official Gazette)
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NORWAY

The Code of Statutes of Norway (horsk Lovtidend)

SUISSE

Recueil officiel des lois et ordonnances de la Conf6deration suisse (RO)

SMDEN

1. The Swedish Code of Statutes (Svensk forfattningssamling, SFS)

2. Instructions to the Royal proclamations on Government

Procurement, issued by the National Audit Bureau. (Riksrevisions-

verkets tillampningsanvisningar till upphandlingskungorelsen)

UNITED STATES

All U.S. laws, regulations, judicial decisions, administrative

rulings and procedures regarding government procurement covered by this

Agreement are codified in the Defense Acquisitions Regulation (DAR) and

the Federal Procurement Regulations (FPR), both of which are published

as a part of the U.S. Code of Federal Regulations (CFR). The DAR is

published in Title 32 of CFR and the FPR is in Title 41, Chapter 1 (CFR).

Copies may be purchased from the Government Printing Office. These

regulations are also published in loose leaf versions which are

available by subscription from the Government Printing Office. Changes

are provided to subscribers as they are issued.

For those who wish to consult

published sources are provided:

Material

U.S. Laws

Decisions:

- U.S. Supreme Court

- Circuit Court of Appeals

- District Courts

- Court of Claims

Decisions:

- Boards of Contract Appeals

original sources, the following

Publication Name

U.S. Statutes at Large

U.S. Reports

Federal Reporter - 2nd Series

Federal Supplement Reporter

Court of Claims Reports

Unofficial publication by

Coinrce Clearing House
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Decisions:

- Comptroller General of the U.S. Those not officially published
J decisions of the Comptroller

General are published unofficially
by Federal Publications, Tac.



228

GENERAL AGREEMENT
ON TARIFFS AND
TRADE

ACCORD GENERAL SUR
LES TARIFS DOUANIERS
ET LE COMMERCE

Pep/vRIU/ 21 4'lRes. 2/ dd. 1
11 pril1 1979

Speoial Dittr lution

Multilateral Trade Neaotiations

5ro2 'Ion-Tariff Meaureri
Sub-Groau "'overnent Procurement:;

AGREZHDT Oh GOVrER4T PBOCURE3OT

Original: lnslish/
French/

froanais/

frencis

Comunmication from Canada

Addendun

The folloving list of Canadis, entitiec should be inserted after page 34 in
Annex I of documnet MTI/,4/WW/21ReT. 2.

N6ociations cosmerciales multilat6rales

Groue "Meulures non tarifaires"
Sous-Groue "Achats. gouvernemntaux"

ACCORD01 SR LES MARCHES PUBLICS

Ccunamic.ation du Canada

Addendum

Il convient d'ins6rer apres la page 34 de l'annexe I du document
MTN//W/211/Rewv.2 la liste Cuivante des entit6c caaadiennes.

Ieiociecioase Coercialea Multilateralec

Grupo "Medidea no ermncelariau
SubaruDo "Compra del Eatedo"

ACUIO S0BRI COUPRA DEL SECTOR POBLICO

Commicaci6n del Canad"

Addendum

La siguiente list& de entid4edo del Canad" debe incluirse a continuacimn
de la plgina 34, en el anexo I del documento MTlW/ /W/211/Rev.2.
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I. Departxant of Aqrlculture

2. Deprtment of Consumer and Corporate Affairs

3 Department of netrgy, Mines and Resourcoe

4. Departent of Fisheries and Environment
(except Fisheries and Marine Service)
Lncluding: Fisheries Price Support Board

S. Department of External Affairs

6. Department of Finance
lncludingt Department of Insurance

Anti-Inflation Board
Anti-Dumping Tribunal
Municipal Development &nd Loan Board
Auditor General

7. Department ': Indian Affairs and Northern Devlopment

8. Department of Industry. Trade and Commerce
including: Statirtics Canada

Machinery and Equipment Advisory Board

9. Department of Justice
including: Canadian Human Rights Comirssion

Criminal Code Revision Commission
Statute Revision Commission

10. Department of Labour
including Canada Labour Relations Board

11. Department of mploymnt and ImiLgration
including: I:nigration Appeal Board

Canada UCployment and I*ligration CoLission

12. Department of National Defence'
including: Defence Construction (1951) Limited

13. Department of National Health and'Welfare
including: Medical Research Council

Office of the Coordinator, Status of Women

14. Department of Post Office (1)

(1) The Department of the Posrt Office is on this list of entities
on the understanding that, should it cease to be a government
department, the provisions of Part IX, paragraph 5(b) would
not apply.
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15. Dpartment of Public Works

16. Department of Regicnal Economic Expansion

17. Department
including:

of Secretary of State of Canada
National Library
National Museum
Public Archives
Public Service Commission
Office of the Representation Comissioner

18. Department of Solicitor General
including: Royal Canadian Mounted Police *

Canadian Penitentiary Service
National Parole Board

19. Department of Supply and Services (on itz own account)
including: Canadian Government Specifications Board

20. Department of Veterans Affairs
lncluding: Director of veterans Land Act

21. tlational Research Council

22. Privy Council Office
including: Canada Intergovernmental Conference Soczetariat

Comaissioner of Official Languages
Economic Council
Public Service Staff Relations Board
Federal Provincial Relations Office
Office of the Governor General's Secretary
Task Force on Canadian Unity

23. National Capital Comeission

24. Ministry of State for Science and Technology
including: Science Council

25. National Battlefields Comrission

26. Office of the Chief Electoral Officer

27. Treasury Board

28. Canadian international Development Agency (on its own account)
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The following products purchased by the Department of National Defence and
the RCMP are included in the coverage of this Agreement, subject to the
application of paragraph I of Part VIII.

(Nubers refer to the Federal Supply Classification Code)

22. Railway equipment

2340. Motorcycles, motor scooters and bicycles

24. Tractors

25. Vehicular equipment components

26. Tires and tubes

29. 'Engine accessories

30. Mechanical power transmission equipment

32. Woodworking machinery and equipment

34. Metal working machinery

35. Service and trade equipment

36. Special industry machinery

37. Agricultural machinery and equipment

38. Construction, mining, excavating and highway maintenance equipment

39. Materials handling equipment

40. Rope; cable, chain and fittings

41. Refrigeration and air conditioning equipment

42. Fire fighting, rescue and safety equipment
(except 4220 marine lifesaving and diving equipment

4230 Decontaminating and impregnating equipment)

43. Pumps and compressors

44. Furnace, steam plant, drying equipment and nuclear reactors

45. Plumbing, heating and sanitation equipment

46. Water purification and *ewage treatment equipment
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47. Pipe, tubing, hose and fittings

48. Valves

52. Measuring tools

53. Hardware and abrasives

54. Prefabricated structures and scaffolding

55. Lumber, millwork, plywood and veneer

56. Construction and building materials

61. Elrctric wire and power and distribution equipment

62. .Lighting fixtures and lamps

63. Alarm and signal systems

65. Medical, dental and veterinary equipment and supplies

66. Instruments and laboratory equipment
(except 6615: Automatic pilot mechanisms and airborne Gyro components

6665: llazard-detecting instruments and apparatus)

67. Photographic equipment

68. Chemicals and chemical products

70. General purpcrse automatic data processing equipment, software,

supplies and support equipment

(except 7010 ADPE configurations)

71. Furniture

72. Household and commercial furnishings and appl ances

73. Food preparation and serving equipment

74. Office machines, visible record equipment and automatic data

processing equipment

75. Office supplies ard devices

76. Books, maps and other publications

(except 7650: Drawings and specifications)

77. Musical instruments, phonographs and home-type radios
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78. Recreational and athletic equipment

79. Cleaning equipment and supplies

80. nrushes, paints, sealers and adhesives

81. Containers, packaging and packing supplies

8460. Luggage

85. Toiletries

87. Agricultural supplies

88. Live animals

91. Fuels, lubricants, oils and waxes

93. Non-metallic fabricated materials

94. Non-metallic crude materials

96. Ores, minerals and their primary products

99. Miscellaneous

General Note:

Notwithstanding the above, this Agreement does not apply to contracts
set aside for small businesses.
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CANADA

1. Ninisrtre de l'agriculture

2. Ninistlre de la consomation et des corporations

3. Niniatlre de l'4nergie dos mines et des ressources

4. Kinist&re des piches et de l'environnement
(rauf le Service dos p]ches et de 1a mer)
y inclurs Office des prix des produits de la piche

5. Ministfre des affaires extdrieures

6. Ministdre des finances
y inclus: Ddparteuent des assurances

Commission de lutte contre l'inflation
Tribunal anti-dumping
Office du developpement municipal et
des prlts aux municipalitds

Vlriicateur g4ndral

Minist6re des affaires indionnes et du Nord

8. Kinist~re de l'industrie et du commerce
y inclu-: Statistiques Canada

Conseil consultatif de la machinerie
et de l'equipelent

9. Kinistsre de la justice
y inclus: Coammision canadienne des droits de la personne

Coomission de rivision du Code p nal
Coemission de rdvision des lois

10. Kinistlre du travail
y inclus: Consell canadlen des relations du travail

11. Ninistre- de l'*ploi et de l'imigration
y inclus: Coiission d'appel de l'immiqration

Commission de 1' oploi et de l'immigration
du Canada

12. rnnistAre de 1a dfense nationle *
y inclus: Construction de d4fense (1951) lilitie

13. Mininstre de 1a santd nationale et du bion-Atre
social
y inclus: Conseil de rechercheo mddicales

Bureau du coordonnateur de 1a situation
de la fer

14. itnistlre des postes (1)

() Le NInitire des poet" eot inc)lu dane cotte liteo d'entitds,
dtant entindu que lee dispositions du paragrapho 5(b) de la pertie
TX no s'appllquerioent pas, dan; lh'ventualitd od cette ontitd
reNpr tral Ir clt/rw, tl l 'mll l:;Ii'r.
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15. Minist4re des travaux publics

16. Ministlre de l'expansion dcononique rdgionale

17. Secrdtariat d'Etat
y idiclus: Bibliothtqur nationals

Mu"ses nationaux
Archives publiques
Commission de la fonction publique
Bureau du comaissalre a la representation

18. Hinistlre du Solliciteur gdn4ral
y inclus: Gendarmerie royale du Canada*

Service canadien des pfnitenciers
Cosmission nationals des libdrations
conditionnellas

19. Ministlre des approvisionnements et services (pour son propre compte)
y inclus; Office des normes du gouvernoeent canadien

20. MinistEre des affaires des anciens combattants
y inclus: Office de l'Atablissement agricole des

anciens combattants

21. Conseil national de recherches

22. Bureau du Consell privd
y inclus: Secrdtariat des conferences intergouvernementales

canadiennes
Comsissaire aux langues officielles
Conseil dconomique
Colmission des relations de travail dans

la fonction publique
Bureau des relations fdddrales-provinciales
Bureau du secretaire du Gouverneur-GCneral
Coaission rur l'unite canadienne

23. Conmission de la capitals nationals

24. KinistEre d'Etat aux sciences et A la technologie
y inclus: Conselil des sciences du Canada

25. Commission des champs de bataille nationaux

26. Bureau du directeur gendral des Elections

27. Conr.sil du trdsor

28. Aqence canadienne de ddveloppement international (pour son propre compte)
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* Lee prodults suivants achet4s par le Ministlre ie la d4fense nationale
et la GRC font partie du champ d'application do cot Accord, sous rdserve
de l'application du paragraphe 1 de la partie VIII.

(Ls numdros sont caux do la classifictiton fdErale d'approvisionneant)

22. at4lriel ztrrovlaire

2340. Notocyclettes, scooters at bicyclettes

24. Tracteurs

25. Organ.s de materiel vdhiculalre

26. Pneus et chambres A air

29. Accessoires de motours

30. hatEriel do transmission de force macanique

32. Mat4riel *t machines A bois

34. Machinse-outils pour le travail des mdtaux

35. Equipement comaercial et de service

3C. Machinerie industrialle spEciale

37. Machines et 4quipement aratoires

38. Equlpemont pour la construction, lea mines, le d4blaiement
et l'entretien des routes

39. Equip ent de manutention des matdr;lux

40. Cordes, cables, chalnes at racc.,-ds

41. Matdriel de refrigEration et de climatisation

42. Equipement de 9scurit4, de secours ot de lutte contra l'incendie

(sauf 4220 Equipement de plongde et de secotrs marin
4230 Equipement d'imprdgnetion et de decontamination)

43. Pompes at compresseurs

44. Mat4riel de fours, de machines I vapeur, de sdcheurs at de
rdacteurs nucldaires

45. Mat4riel de plomberie, de chauffage et matdriel sanitaire

4f,. ltdricl l'p[tllrtlioll lo Il '.li vt dI tIrdtitluIIt d(Il t'dux d.'d L(JOiL
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47. Tuyaux riqides, tubes, tuyaux flexibles et raccords

48. Soupapes

52. Instruments de mesure

53. Quincaillerie et abrasifs

54. Structures et echafaudages prdfabriquds

55. Bois de construction, de menuiserie, contre-plaqud
et placages

56. Matriaux de construction

61. Fils dlactriques et matdriel d'alimentation et de
distribution dlectrique

62. Lampes et accessoiresalectriques

63. Syst mes d'alarme et de signalisation

65. Equipement et approvislionnement medlcaux, dentaires
et veterinaires

66. Instruments et equipement de laboratoire
(sauf 6615 Mdcanismes de pilote automatique et parties

constituantes gyroscopiques a4roportdes
6665 Instruments et appareils de detection des dangers)

67. Equipement photographique

68. Produits chimiques

70. Equipement de traitement automatique des donndes de nature
g4nerale, logiciel, fournitures et materiel de soutien

(sauf 7010 Configurations d'equipement de traitement automatique
des donndes)

71. Ameublement

72. Fournitures et accessoires commerciaux et menagers

73. Equipement de preparation et de services alimentaires

74. Machines de bureau, materiel d'enregistrement visuel et de
traitement des donndes

75. Fournitures et materiel de bureau

76. Livres, cartes et publications diverses
(Rauf 761f0 Plnnn or np¢ :lflcation')

77. Instruments de musique, phonmqraphcs et postos de radio domestiques
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78. Equipement d'athlitisme et de rdcrdation

79. Matdril et fourniture de nettoyage

80. Pinceaux, peinures, matdriel a sceller et adh4sife

81. Conteneurs, mattriel d'emballage et d'empaquetage

8460. Bagages

85. Ndcessaires de toilette

87. Provisions agricoles

88. Animaux vivants

91. Carburants, lubrificants, huiles et cires

93. Materiel fabriqud non-mdtallique

94. Hateriel brut non-mdtallique

96. minerais, mineraux et leurs produits de base

99. Divers

Note de portee generale

Malgr4 ce qui precede, cet Accord ne s'applique pas aux marchls reservEs
aux petites entreprises.

O

I


